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INTRODUCTION TO THE PUBLIC ACCOUNTS 


Nature of the Public Accounts 


The Public Accounts is the report of the Government 
of Canada prepared each fiscal year by the Receiver 
General as required by Section 55 of the Financial 
Administration Act. 


The report covers the fiscal year of the Government, 
which ends on March 31, and is prepared from data 
contained in the accounts of Canada and from more 
detailed records maintained in departments and agen- 
cies. The accounts of Canada is the centralized record of 
the Government’s financial transactions maintained by 
the Receiver General in which the transactions of all 
departments and agencies are summarized. Each depart- 
ment and agency is responsible for agreeing its accounts 
to the control accounts of the Receiver General, and for 
maintaining detailed records of the transactions in their 
accounts. 


The report covers the financial transactions of the 
Government during the year. In certain cases, parlia- 
mentary authority to undertake transactions was pro- 
vided by legislation approved in earlier years. 


Format of the Public Accounts 
The Public Accounts is produced in three volumes. 


Volume I presents a summary analysis of the financial | 
transactions of the Government. Volume II is published 
in two parts. Part I presents the financial operations of 
the Government, segregated by ministry while Part II 
presents additional information and analyses. 


Volume III responds to Subsection 153(1) of Part XII 
of the Financial Administration Act. In it, the President 
of the Treasury Board provides Parliament with an 
annual consolidated report on the businesses and activi- 
ties of all parent Crown corporations. The report 
includes a list naming, as of a specified date, all Crown 
corporations and all corporations of which any shares 
are held by, on behalf of or in trust for the Crown or any 
Crown corporation. Employment and financial data, 
including aggregate borrowings of parent Crown corpo- 
rations and other information, are also provided. 


THE PRESIDENT’S MESSAGE 


This is the fourth Consolidated Annual Report to Parliament pursuant to Subsection 153(1) of Part XII of the 
Financial Administration Act (FAA). I am pleased to present this report on the businesses and activities of 
Canada’s portfolio of parent Crown corporations. For completeness, I have continued a practice initiated last year of 
including information on the eight parent Crown corporations which are exempt from the reporting and most other 
provisions of Part XII of the FAA. 


As in previous years, this report is divided into two parts. The first part provides financial and other information 
on all Crown corporations, as reported by each corporation at its financial year-end on or before July 31, 1987. The 
second part contains a list of all corporations whose shares are held, wholly or in part, by, on behalf of, or in trust 
for the Crown or for any Crown corporation. 


THE PORTFOLIO 


The most recent information, as of September 1, 1987, shows that 58 Crown corporations make up the portfolio. 
All are included in this report. Forty-six of them are listed in Schedule C of the FAA and are therefore required to 
conduct their businesses and activities in a manner consistent with that Act and its regulations. Four corporations 
have been directed by the Governor-in-Council to report their affairs as if they were listed in Schedule C. They are: 
Petro-Canada International Assistance Corporation and the three subsidiaries of Canada Lands Company Limited. 
As well, as noted previously, information on the eight corporations that are exempt from Part XII is included in this 
report. Finally, three scheduled corporations are in the process of being dissolved. They are: Canadian National 


(West Indies) Steamships, Ltd., Canagrex and Mingan Associates Limited. 
OVERVIEW 


At their financial year-ends, the corporations comprising the portfolio (but excluding the Bank of Canada) 
reported assets totalling $59.6 billion, of which financial institutions accounted for 42 per cent. 


Data for the same period indicate that all Crown corporations and their wholly-owned subsidiaries employed 
183,000 people, a decrease of 17,000, or 8.5 per cent, from the last report. This results, in the main, from the 
privatization of both Canadair Limited and The de Havilland Aircraft of Canada, Limited, (subsidiaries of Canada 
Development Investment Corporation) as well as from a slight decline in employment in general during the past 
year. + 2 ae 

, ot ft 

Budgetary funding from Canada to all corporations amounted to $4.7 billion during this reporting period, a 
decrease of $0.8 billion from last year’s total. The decrease reflects reduced funding for Canadair Limited and The 
de Havilland Aircraft of Canada, Limited, which were privatized during the reporting period, for the Canada 
Mortgage and Housing Corporation, and other relatively minor variances. Funding provided to the eight exempt 
corporations was $1.2 billion, an increase of 9.3 per cent from the last report. 


More complete information on individual parent Crown corporations may be found in their annual reports which 
are tabled in Parliament, pursuant to subsection 152(1) of Part XII of the FAA. 


CORPORATE HIGHLIGHTS 


While privatization issues dominated much of the activity related to Crown corporations, there were other 
significant developments during the past year. 


The Government of Canada recovered $133 million from Canada Ports Corporation and the local port 
corporations in December 1986. This sum represented the balance of the cash recovery exercise initiated in the 1985 
Budget. The Port of Saint John (N.B.) was established as a local port corporation in December 1986. As a result of 
this addition to the number of local port corporations, Canada Ports Corporation has retained responsibility for the 
management of seven non-corporate ports as well as overseeing the national system of ports. 


ili 


In May, the government announced its decision to allocate $361 million to VIA Rail Canada Inc. for the 
refurbishing of long-haul cars, the acquisition of new high-power locomotives, the continuation of station upgrading, 
infrastructure improvement and construction of maintenance facilities. It is expected that these capital investments 
will lead to increased passenger comfort and equipment reliability. 


Aided by low fuel prices, a $150-million cost reduction program and strong traffic demand from Expo 86, Air 
Canada earned a record profit in the last six months of 1986 and recorded a $40.4 million net profit for the year. 
The corporation anticipates a higher net profit in 1987 as passenger revenues have remained strong. 


Marine Atlantic Inc. reduced its reliance on government operating subsidies from $143 million in 1985 to $123 
million in 1986. Operating expenses remained constant with commercial revenues increasing by 12 per cent. 
Passenger traffic increased, particularly to Newfoundland, with the introduction of the new M.V. Caribou ferry. 


The government approved a seven-year, $175-million rehabilitation program for the St. Lawrence Seaway 
Authority for the Welland Canal in November 1986. During the year, $14.3 million was spent there on lock wall 
reinforcing and restoration, and on canal bank stabilization and rehabilitation of ancillary structures. 


Losses incurred by the Farm Credit Corporation in the amount of $132.5 million for the year have now eroded 
the corporation’s capital base and resulted in a negative shareholder’s equity of $124.8 million as of March 31, 
1987. 


Canada Post Corporation continued to make progress towards the goal of financial self-sufficiency in 1988-89. 
The corporation’s operating deficit was $129 million, or 4 per cent of its total expenses, in 1986-87, down from $210 
million in 1985-86. Mail volumes continued to grow slightly. 


The National Capital Commission received a revised mandate focusing on the three principles of the National 
Capital as Canada’s Meeting Place, Communicating Canada to Canadians, and Safeguarding and Preserving the 
Capital. The Commission’s responsibility for the physical evolution of the National Capital was confirmed and 
enhanced, through its revised mandate from the government, to develop the National Capital as a national symbol. 
Additionally, the government decided to transfer to the Commission responsibility for the care of Canada’s official 
residences in the National Capital Region. 


Petro-Canada’s financial performance showed considerable improvement over the previous year, with earnings 
after tax rising 28 per cent to $123 million. This reflected both cost-cutting by the corporation as well as the partial 
recovery of international oil prices. The corporation announced, in March 1987, that it will move ahead on the 
development of the Terra Nova oil field off Newfoundland. Drilling of two delineation wells in the summer of 1987 
could lead to a development plan for the Terra Nova field in 1988. 


In 1986, the Canadian National Railway Company (CN) sold its CN Route trucking subsidiary to a group of 
Canadian private sector investors. In early 1987, CN sold the Newfoundland Dockyard to Marine Atlantic Inc. and, 
in July 1987, it announced that agents had been retained for the sale of CN Hotels. Proceeds from the sale will be 
used to reduce the corporate debt. 


During 1986, the Canada Deposit Insurance Corporation (CDIC) was required to make payments to insured 
depositors as a result of financial difficulties experienced by three member institutions: the Columbia Trust 
Company, the Bank of British Columbia, and the North West Trust Company. More recently, another member 
institution, Principal Savings and Trust Co., was ordered to wind-up, and payments in this regard will be required 
from CDIC. 


The International Centre for Ocean Development (ICOD) completed its second year of operation, focusing 
exclusively on management of the 200-mile economic coastal zone. ICOD is establishing a unique identity within 
the Canadian and international development assistance structure. The corporation is assisting developing countries 
to build institutions and to elaborate long-range policy and plans for the development of their marine sectors. 


PRIVATIZATION 


The creation, in December 1986, of the Office of Privatization and Regulatory Affairs in support of the Minister 
of State (Privatization) has continued to give impetus to the government’s privatization program. 


In the period since the appointment of the Honourable Barbara McDougall in June 1986, the number of 
privatized Crown corporations has risen to 11, and more candidates for privatization are under active and detailed 
review. 


The following privatizations have been completed since the last report: 


— Nanisivik Mines Limited. The government’s 18 per cent interest in the corporation was sold in October 1986, 
for $6 million, to Mineral Resources International Limited. 


— CN Route. The firm was sold in December 1986, for $29 million, to Route Canada Holdings Inc. 


— Canadair Limited. The government sold the corporation in December 1986, to Bombardier Inc., for $120 
million cash plus future royalty payments on Challenger sales. 


— Northern Canada Power Commission. The Yukon portion of the corporation was transferred to territorial 
ownership in March 1987, for $19.5 million cash and notes of $56 million. 


— Teleglobe Canada. The firm was sold in April 1987 to Memotec Data Inc., for $488.3 million cash, a $106 
million dividend and $16.6 million in shares. 


— Fisheries Products International. Also in April 1987, a public share offering was completed, resulting in net 
proceeds to the government of $104.4 million. 


— Canada Development Corporation. Two share offerings have been completed: 21.8 million shares were sold in 
September 1986 with net proceeds of $246 million; and 1.4 million shares were sold in June 1987 for $15.8 
million. 


Those divestitures, coupled with four previous privatizations of federal Crown corporations (Northern 
Transportation Company Limited, The de Havilland Aircraft of Canada, Limited, Pécheries Canada Inc. and 
Canadian Arsenals Limited), have produced more than $1.3 billion in net proceeds for the federal government. 


Other Crown holdings are currently under review as potential candidates for privatization in 1987-88 and beyond. 
In every case, a careful review encompassing all aspects of a Crown corporation’s operations and purpose is carried 
out before the Minister of State (Privatization) makes her recommendations to Cabinet. 


PUBLIC POLICY 
Official Languages 


Parent Crown corporations and their wholly-owned subsidiaries are subject to the provisions of the Official 
Languages Act. They are therefore required to provide services to the public in both official languages at their head 
offices, in the National Capital Region, and elsewhere in Canada where there is significant demand. In general, 
services provided in English are satisfactory, services provided in French have improved, but improvements are still 
required in regions of significant demand outside the National Capital Region and Quebec. 


The Treasury Board Secretariat continues to assist Crown corporations with the implementation of the 
government’s official languages objectives. Major Crown corporations were consulted with respect to the new Bill 
C-72 that the government introduced on June 25, 1987 to update the Official Languages Act. 


Employment Equity 


This year, Treasury Board received from Crown corporations their first annual reports respecting employment 
equity. The reports reflect the efforts of Crown corporations to meet employment equity goals, despite their 
divergent mandates and often difficult circumstances. 


During the past year, Crown corporations continued to meet regularly to discuss issues and initiatives of common 
concern in implementing employment equity programs, and to receive updates from the Treasury Board Secretariat 
and other relevant resource organizations. During the summer of 1987, recommendations drawn from the annual 
reports of Crown corporations were submitted to Treasury Board for approval. Highlights of those initiatives are as 
follows: 


Marine Atlantic Inc.—The marine industry is one of several industries steeped in tradition. This has tested the 
creativity and initiative of Marine Atlantic to develop an action plan. Its plan, however, includes the expansion and 
development of a co-op education program, ensuring that women represent at least 50 per cent of placements. This 
initiative could serve as a model for other Crown corporations within similar industrial sectors. 


Canadian Broadcasting Corporation (CBC)—The CBC developed a native broadcaster training program in the 
North a number of years ago, and has worked in association with others to develop a two-year journalism program 
at Arctic College. The first students were accepted in September 1987. One of the measures that the CBC has also 
undertaken to address the visible minorities issue is to conduct internal studies to identify qualified members of this 
designated group from which the CBC can draw to staff positions throughout the corporation. 


Defence Construction (1951) Limited—The corporation is significantly smaller than the majority of Crown 
corporations designated to submit an action plan. In planning for disabled persons, the corporation has identified 
basic activities whereby the participation rate of this designated group may be increased within any work 
environment. The activities include eliminating non-essential physical barriers, ensuring technical aids are available 
if required, and including a representative from this designated group on employee selection committees. 


While the foregoing represents advancements made by individual corporations, all Crown corporations are 
making efforts towards the implementation of employment equity. Through the continued commitment of senior 
management, employment equity coordinators and all other employees, I trust Crown corporations will place 
themselves in a strong leadership role with respect to employment equity initiatives. 


MIXED AND JOINT ENTERPRISE CORPORATIONS 


As indicated above, the second part of this report lists corporations which are only partially owned by Canada. 
Canada’s investment in these corporations, as of July 1987, was valued at approximately $265 million, a reduction 
of approximately $400 million since April 1, 1986, due mainly to the sale of Canada Development Corporation 
shares and the privatization of Fisheries Products International. There are now 13 mixed and joint enterprise 
corporations, a reduction of one from the last report. 


During the past year, Treasury Board instituted a policy resulting in an improved reporting regime for mixed and 
joint enterprises. The annual reports of all such corporations will now be tabled in Parliament. The submission of 
quarterly financial reports to Treasury Board is another new requirement. A five-year corporate plan will also be 
required from corporations seeking new equity investment, and when significant financial assistance is provided by 
Canada. 


REGULATIONS 
Since the last Annual Report, the following regulations have been promulgated: 


Crown Corporation Summaries Regulations, 1986 (labelling, timing)—29/12/86 SOR/87-37 (superseding 
Crown Corporation Summaries Regulations (timing)—24/1/84 SOR/85-128). 


vi 


A list of other regulations, promulgated pursuant to Part XII of the FAA, is as follows: 


Crown Corporation General Regulations (notification, disposal of property by Agent corporations, remuner- 
ation and by-laws)—31/08/84 SOR/84-743, amended 05/07/85 SOR/85-643. 


Crown Corporation Borrowing Regulations (transactions, approvals, exemptions)—31/08/84 SOR/84-742, 
amended 07/03/85 SOR/85-230, amended 12/09/85 SOR/85-902. 


Crown Corporation Borrowing Regulations, amended—16/01/86 SOR/86-143. 


Crown Corporation Corporate Plan and Budget Regulations (form, contents, timing and period covered) — 
29/07/86 SOR/86-828. 


CONCLUSION 


Two major issues continue to dominate the Crown corporation environment: privatization initiatives and the 
implementation of Part XII of the FAA. It is clear that the government has met with success in honouring its 
commitment to privatization, and that it will pursue this objective in the future. 


The effect of the implementation of the improved control and accountability framework enshrined in Part XII of 
the FAA and its regulations is far-reaching. Part XII has been in place for three years now, and I am happy to 
report that there is continued improvement in the quality and timeliness of Crown corporations’ submissions. 
Corporate plans, budgets and annual reports are proving to be key accountability and control instruments, as 
envisaged by the Act. They are also the vital linkages to overall corporate performance. As a result, considerable 
progress has been made in improving the accountability of Crown corporations to Parliament itself. 


Don Mazankowski 
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PUBLIC ACCOUNTS, 1986-87 3 
1. INTRODUCTION TO PART I 


Part I of this Annual Report is a document of record on the financial affairs of all parent Crown corporations, 
comprised as follows: 


¢ Tables 1 and 2 respond to subsection 153(3)(b) of the Financial Administration Act (FAA) in presenting for 60 
Crown corporations aggregate financial and employment data relative to their individual financial years. The 60 
are: 


¢ 49 parent Crown corporations listed in schedule C of the FAA in the twelve months ending July 31, 1987; 


¢ four subsidiaries of listed corporations which, by Orders pursuant to s. 97(2) of the FAA, are required to 
report their affairs as if they are parent Crown corporations; and, 


* seven parent Crown corporations which, by s. 96(1) of the FAA are exempted from the provisions of 
divisions I to IV of the FAA. 


e Table 3 presents financial data for the same 60 corporations but, in contrast to the previous tables, all of the data 
are as at the single date March 31, 1987. 


e Audited financial statements for the period covered by the report for each of the above 60 corporations and for 
the Bank of Canada. 


¢ A Summary Page for each corporation precedes its financial statements. This page presents a financial summary 
of several years’ performance of the particular corporation, along with basic information about the corporation. 


Tables 1 and 2 show that at the close of the period covered by their reports the 60 corporations had total assets of 
$60.2 billion and their combined employment was 181 thousand; their obligations to private sector lenders increased 
in the report periods by $1.25 billion while their obligations to Canada were reduced by $1.41 billion. Budgetary 
funding to the corporations totalled $4.7 billion, which is $0.8 billion less than the previous Report’s total. The 
reduction reflects reduced funding for Canada Mortgage and Housing Corporation and for the aircraft subsidiaries 
of Canada Development Investment Corporation which were sold to private sector interests in this report period. 
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PUBLIC ACCOUNTS, 1986-87 


2. PARENT CROWN CORPORATION DATA ON INDIVIDUAL 
FINANCIAL YEAR BASIS 


Tables 1 and 2 


Tables 1 and 2, which follow, respond to the requirement in the 
Financial Administration Act (FAA) that financial data, including 
employment and aggregate borrowing by corporations, be reported. The 
Act calls for data for individual corporations “for their financial years 
ending on or before July 31,”’ 1987, and totals of these data, therefore, do 
not relate to a single 12-month period. 


Data are presented for 60 corporations comprising: 49 corporations 
which were listed in schedule C of the FAA in the report period; four 
subsidiaries, being Petro-Canada International Assistance Corporation 
and three subsidiaries of Canada Lands Company Limited, all of which 
have been directed to report as if they are parent corporations, and seven 
of the eight corporations which, pursuant to s. 96 of the FAA, are 
exempted from scheduling. The other exempt corporation, the Bank of 
Canada, is excluded from the tables because of the unique nature of its 
financial data (see its Summary Page). 


Reporting of data is on the following principles: 


e¢ Year-end dates: December year-ends relate to 1986; other year-ends 
relate to 1987, unless footnotes indicate otherwise. 


¢ Employment data describe the number of full-time employees. They 
relate to the parent corporation and all its subsidiaries. Special cases 
are footnoted. Bank of Canada (2,320 employees) is excluded. 


e¢ Net new borrowing data comprise changes during the financial 
period in outstanding principal amounts of capital leases and long- 
term and short-term borrowings. To the extent possible, they do not 
include adjustments for exchange rate variations and they take no 
account of transfer of assets and related debts such as those 
occurring between the port administrations. 


¢ Budgetary funding from Canada comprises cash paid to the parent 
corporation and, as well, that paid directly to its subsidiaries. 
Payments for which a class or kind of recipient is eligible are 
excluded from these data. (Examples of such exclusions are 
Petroleum Incentive Payments and those for Rehabilitation of 
Prairie Branch Railway Lines.) Canada Post data include cultural 
mail subsidies. 


e Shareholder’s equity. For four corporations, Canadian Dairy 
Commission, Canada Council, The Canadian Wheat Board and 
Freshwater Fish Marketing Corporation, the corporate mandate and 
operation cause the excess of assets over liabilities to be surplus 
which is due to clients and not Equity of Canada. 
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Notes to Tables 1 and 2 


For some corporations, audited consolidated financial statements for the period covered by this Report were not 
available when the Report was sent to press. Therefore, preliminary data for the report period are presented in 
respect of Canada Lands (Mirabel) Ltd. 


Financial data presented are from audited financial statements for a period other than the report period, as 
follows: 


Canadian Arsenals Limited - 12 months ending March 31, 1986 
Canadian Dairy Commission - 12 months ending July 31, 1986 
The Canadian Wheat Board - 12 months ending July 31, 1986 


The equity value for Canada Deposit Insurance Corporation takes account of the position of its Deposit 
Insurance Fund. ; 


Funding data for Export Development Corporation are Corporate Account data. Budgetary funding to Canada 
Post Corporation includes cultural and special mail subsidies. 


Employment data: 


e for Canadian Dairy Commission, Freshwater Fish Marketing Corporation, National Arts Centre 
Corporation and The Canadian Wheat Board are as at December 31, 1986. 


e for Canada Development Investment Corporation comprises employment in Eldorado Nuclear Limited and 
that in the parent corporation. 


e for Canada Ports Corporation do not include employment in the local port corporations named in these 
Tables. 


e for the four Pilotage Authorities include contract pilots. 


Petro-Canada International Assistance Corporation and three subsidiaries of Canada Lands Company Limited 
are shown amongst C-I corporations since, though not scheduled in the report period, they have been directed, 
pursuant to s. 97(2) of the FAA, to report their affairs as if they are (C-I) parent Crown corporations. 
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3. PARENT CROWN CORPORATION DATA AS AT MARCH 31, 


1987 


Table 3 


This table provides basic information about the corporations listed in 
tables 1 and 2 but, in contrast to those tables, these data are as at a single 
date, being March 31, 1987, the closing day of government’s financial 
year. 


The data comprise: 


values for total assets and for principal amounts outstanding of short 
and long-term borrowings, bank loans, notes issued and capital 
leases. Values are derived from audited financial statements or, 
where a corporation’s financial year ends on a date other than 
March 31, from schedules confirmed by the corporation’s auditors; 
and 


the value recorded in the accounts of Canada as the outstanding 
balance of loans, investments and advances made by Canada to each 
corporation. Subject to any related reserve created in those accounts 
to ensure fair presentation of the financial position of Canada, the 
value recorded is an asset of Canada. The aggregate of the reserves 
in place in respect of all of these corporations is noted at the foot of 
this column of data. 
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PUBLIC ACCOUNTS, 1986-87 
Notes to Table 3 


Obligations to the private sector: 
__of the Canadian Wheat Board include financing provided by agents 
__of Petro-Canada include redeemable preferred shares of a subsidiary which could be a charge on the parent. 


Canadian Arsenals Limited was sold six weeks after the date for which data are presented in this table; 
therefore, no values have been provided for this corporation. 
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4. SUMMARY PAGES AND THE AUDITED FINANCIAL STATEMENTS 
FOR EACH PARENT CROWN CORPORATION 


ms fa coe ; ; ; | A 
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PUBLIC ACCOUNTS, 1986-87 


A Summary Page precedes the audited financial statements of each of 
the Crown corporations (57 parents and 4 subsidiaries). 


Each Summary Page presents basic information about a corporation’s 
mandate, origins and present status and names the senior officers as of 
September 18, 1987. As well, a financial summary includes information 
such as obligations (which comprise long-term and short-term loan 
principal outstanding and other funding to be repaid, plus capital leases) 
and details of the cash provided to the corporation and its subsidiaries by 
Canada. The non-budgetary amounts displayed in the financial summary 
include equity infusions as well as loan funding. 


Bracketed values () denote: for assets or equity, a deficit; 
for “cash from Canada, net”, a net payment 
to the Consolidated Revenue Fund. 


When the word restated is shown for a year’s financial data, this 
indicates that changes made by the corporation in its audited financial 
data subsequent to the publication of its Annual Report for that year are 
reflected in the summary. 


17 


MANDATE 


PUBLIC ACCOUNTS, 1986-87 


SUMMARY PAGE 


AIR CANADA 


To provide a publicly-owned air transportation service, with powers to carry out other businesses incidental to the 
airline operation, having due regard to sound business principles and, in particular, the contemplation of profit. 


BACKGROUND 


The corporation’s operation began in 1937. Until 1 
aircraft, has 22,570 employees and its operations comprise a 
flown. No federal funds have been invested in Air Canada since t 


debt obligations to Canada. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


978, it was a subsidiary of CNR. Today it operates 114 jet 
bout 60 per cent of Canadian revenue-passenger miles 
he conversion to equity in 1978 of $324 million of its 


500 Dorchester Boulevard West 
Montreal, Quebec 
27 XS 


—Schedule C, Part II 
—not an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P. 
Transport 


1937; by the Trans Canada Airlines Act, repealed and replaced by 
Air Canada Act, 1977 (S.C. 1977-78, C. 5). 


Pierre J. Jeanniot 


Claude I. Taylor 


Thorne, Ernst & Whinney 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


Total Assets cede socece erect 
Obligations to the private sector 


Obligations to Canada 


Equity: of Canada... 3s eartens 


Cash from Canada in the year 
—budgetary 
—non-budgetary 


1986 1985 1984 1983 
(restated) (restated) 

scl ht Aa eet a te 2,923 255 2,508 ZAST 
Tied a ASSES a8. Sabah nee ee F510 13230 1,087 848 
a ee I SE core ee eet ates 176 196 228 246 

OE RR ect: 553 513 528 486 

Fe Cine Goad sea dete tele eanem nil nil nil nil 
ees See eee eer nil nil nil nil 
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AIR CANADA 
MANAGEMENT REPORT 


The consolidated financial statements contained in this annual 
report have been prepared by management in accordance with gener- 
ally accepted accounting principles and the integrity and objectivity of 
the data in these financial statements are management’s responsibility. 
Management is also responsible for all other information in the annual 
report and for ensuring that this information is consistent, where 
appropriate, with the information and data contained in the financial 
statements. 


In support of its responsibility, management maintains a system of 
internal control to provide reasonable assurance as to the reliability of 
financial information and the safeguarding of assets. The Corporation 
has an internal audit department whose functions include reviewing 
internal controls and their application, on an ongoing basis. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control 
and exercises this responsibility through the Audit Committee of the 
Board, which is composed of directors who are not employees of the 
Corporation. The Audit Committee meets with management, the 
internal auditors and the external auditors at least four times each 
year. 


The external auditors, Thorne Ernst & Whinney, conduct an 
independent examination, in accordance with generally accepted audit- 
ing standards, and express their opinion on the financial statements. 
Their examination includes a review and evaluation of the Corpora- 
tion’s system of internal control and appropriate tests and procedures 
to provide reasonable assurance that the financial statements are pre- 
sented fairly. The external auditors have full and free access to the 
Audit Committee of the Board and meet with it on a regular basis. 


Pierre J. Jeanniot 
President & Chief 
Executive Officer 


L.S. Desrochers 
Senior Vice President 
Finance & Planning 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in thousands of dollars) 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of Air Canada as 
at December 31, 1986 and the consolidated statements of income and 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1986 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied, except for the change in accounting for pension 
costs and obligations as explained in Note 1(i) to the consolidated 
financial statements, on a basis consistent with that of the preceding 
year. 


Further, we have examined the transactions of the Corporation and 
its subsidiaries that came to our notice in the course of the abovemen- 
tioned examination of the consolidated financial statements of Air 
Canada for the year ended December 31, 1986 to determine whether 
they were in accordance with Part XII of the Financial Administration 
Act, its regulations, the Air Canada Act and the By-laws of the Corpo- 
ration. Our examination of these transactions was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the cir- 
cumstances. In our opinion, these transactions were, in all significant 
respects, in compliance with the authorities specified. ~ 


Thorne Ernst & Whinney 

Chartered Accountants 
Montreal, Canada 
February 17, 1987 


ASSETS 1986 1985 
Current 
Cash and short-term investments ..............cccccceececeee 382,422 62,293 
NCCOUNTSHECEIVADICE...eeeeere Wetter. wee veneered 326,012 301,457 
Spare parts, materials and supplies ...........0..0:cccccc00 99,078 89,622 
Prepaidiexpenses. aiatiewt a8. te Meee yet te hot « 13,545 12,144 
Deferreduncomeitaxescesy sa ee eee ee 39,126 38,489 
860,183 504,005 
Bropertyandiequipment\(Noter2)#....annite eee 1,669,675 1,807,189 
Flight equipment under capital leases (Note 3)............. 74,097 Oils 
Investment in other companies (Note 4).....0.0.0.cccccce 59,310 31,604 
Weferredichargesi(INOte.) pas ee ee en ene 259,681 120,028 


2,922,946 2,554,541 


LIABILITIES 1986 1985 
Current 
Accounts payable and accrued liabilities .......0.0.......... 384,965 348,537 
Advancesticketsalestirct cae ee ko saexuces 187,201 L727 
Current portion of long-term debt and capital lease 
Obl gation semem rena een teat 74,302 108,399 
646,468 628,063 
ong-cenmide ou (INOlGLO) sere res ae ee eee nee ee 1,049,679 1,228,795 
Long-term obligations under capital leases (Note 7) .... 13,897 88,938 
Othemlong-termiliabilitieswsses eee ee eee PPLE) 19,836 
Deferredicreditsi(Notess) ene et eee ee ree 301,309 75,833 
2,033,472 2,041,465 
Subordinated perpetual bonds (Note 9)...........0cce. 336,000 
SHAREHOLDER’S EQUITY 
Share capital 
Authorized: $750 million divided into shares of one 
thousand dollars each 
Issued and fully paid: 329,009 shares.........0..0....ccccc 329,009 329,009 
RRGtaINeCGreanmhiN QS terewteere mee ene re tue ee eye ea etree 224,465 184,067 
553,474 513,076 
2,922,946 2,554,541 


SSS a es a a ee ee ee eee 


See accompanying notes. 


On behalf of the Board: 


CLAUDE I. TAYLOR 
Chairman of the Board 


PIERRE J. JEANNIOT 
President & Chief Executive Officer 
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AIR CANADA—Continued 


CONSOLIDATED STATEMENT OF INCOME AND 
RETAINED EARNINGS 

YEAR ENDED DECEMBER 31 

(in thousands of dollars) 


1986 
Operating revenues 
PasSem Set paceet ete sc te tae Shae ceca teat Reece ey 2,218,437 
COT 0e eye a eeciecc ere aa Rebrooicend chee Monsees peace 354,059 
Contract services and. other ....1.....cc.cceci cece 312,765 
2,885,261 
Operating expenses 
Salaries, wages and benefits...............0ce enh 873,204 
‘Nircratt files. BRR aS. Be. ee 480,800 
Sales commissions teen eee tree, eee eee 201,755 
Maintenance materials, supplies and services ............ 156,937 
Passenger meals and SEfViCeS «2.0.0.0... cre erin 150,415 
Depreciation, amortization and obsolescence............. 189,012 
Airport and airway user Charges..........0:. eee 105,808 
Contracted ground handling and other services ......... 105,193 
Other saree. beret. eee es wee 495,803 
2,758,927 
Operating income.............-.cccce etree iene itera cen 126,334 
Non-operating income (expense) 
Interest on long-term debt and capital lease obliga- 
LIONS eee ee ROS TREE SPs (125,393) 
Gain on disposal of property, equipment and invest- 
MENS, Bre eae: aaa en ere eh ees a AS eche 23,602 
(OY Yo) eer tse Mie Serre Pree eee ete perce bee | as nore eee: 30,539 
(71,252) 
Income (loss) before income taxes and extraordinary 
PST ec tee one ee hc ogc Re eae RoR RA en parca steeaceone 55,082 
Provision for (recovery of) deferred income taxes 
(INGE ESO) er eee re cee eer eer eree rere arta eee 19,141 
Net income (loss) before extraordinary items ................ 35,941 
Extraordinary items (Note 111) .......... cee sceeeereve reese 4,457 
Netiincome;(lOss) seem te ee ce encores 40,398 
Retained earnings at beginning of year... 184,067 
Retained earnings at end of year oo... ies 224,465 


See accompanying notes. 


2,109,845 
319,330 
293,402 


21225501 


910,223 
565,153 
188,591 
142,347 
135,613 
192,561 
84,950 
88,198 
413,400 
2,721,036 
1,541 


(114,110) 


13,859 
42,950 


(57,301) 
(55,760) 


(33,865) 
(21,895) 
7,074 
(14,821) 
198,888 
184,067 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31 

(in thousands of dollars) 


pe 
——————— Ss 


1986 
Cash provided by (used for) 
Operations 
Net income (loss) before extraordinary items ........ 35,941 
Extraordinaryiitemsm utes cece eates beatae 6,456 
Non-cash items included in net income (loss) ........ 148,340 
Income results! Hate ies on cn reenter es, 190,737 
Change in net trade balances .............. ees 11,873 
Increase in advance ticket sales ..............::cceee 16,074 
Increase in spare parts, materials and supplies....... (12,685) 
Other F701) BRA, See re MORES ey bebe hah bomen e, cee as (15,977) 
190,022 
Financing 
Subordinated perpetual bonds .........0..... ee 336,000 
Debt defeasancem)..2.5.. coerce Aen Pitas (268,671) 
Long-term borrowings .3. nc. cscsecnnceeyescpreeee ee eerenens 9,129 
Repayment of long-term debt ............0.::ceeeees (111,129) 
Repayment of capital lease obligations................... (18,183) 
Ot ere ee ae ete str ertica, Sete neeae (9,150) 
(62,004) 
Investments 
INAGItiONS LOMIXED ASSELSi toca reser renee epee (87,127) 
Proceeds from disposal of fixed assets ..............:.0. 294,244 
Investment in affiliated companies..................06. (18,554) 
Dividends received from affiliated companies ........ 3,548 
192,111 
IMerease sin’ CaSMipOsitlOmnes cc.ctecsetceeaneecee sr eeeene in eeasewn ese 320,129 
Cash position at beginning of year .............cc ieee 62,293 
Cash position atiend|of yea ye. c pnkccccatsrecteeee screenees 382,422 


Cash position consists of cash and short-term investments. 
See accompanying notes. 


1985 


(21,895) 
(5,062) 
129,122 
102,165 
(33,464) 
18,075 
(18,925) 
(3,231) 
64,620 


136,545 
(113,503) 
(22,814) 

15,933 

16,161 


(104,169) 
36,491 
(3,884) 

2,390 
(69,172) 
11,609 
50,684 
62,293 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


1. Summary of significant accounting policies average remaining service life of the employee group. The 


(a) Consolidation 


The consolidated financial statements include the accounts of 
Air Canada and its wholly-owned subsidiaries, Touram Inc., 
enRoute Card Inc. and enRoute Card International Inc. All 
inter-company transactions have been eliminated. 


(b 


— 


Depreciation and amortization 


Operating property and equipment, including assets under 
capital lease, are depreciated or amortized to estimated 
residual values based on the straight-line method over their 
estimated service lives. Estimated service lives for flight 
equipment range from 14 to 18 years, except when extended 
by significant modifications. Estimated service lives for other 
property and equipment range from 5S to 30 years. 


Maintenance 


(c 


wm 


Maintenance and repairs are charged to operating expenses 
except for significant modification costs which are capital- 
ized. 


(d) Spare parts, materials and supplies 


Spare parts, materials and supplies are valued at average 
cost. A provision for the obsolescence of flight equipment 
spare parts is accumulated over the estimated service lives of 
the related flight equipment. 


(e) Airline revenue 


Airline passenger and cargo sales are recognized as operating 
revenues when the transportation is used. The value of 
unused transportation is included in current liabilities. 


(f 


a 


Interest capitalized 


Interest on funds used to finance the acquisition of new flight 
equipment and other property and equipment is capitalized 
for periods preceding the dates the assets are put into service. 


(g) Translation of foreign currencies 


Monetary assets and liabilities in foreign currencies, with the 
exception of subordinated perpetual bonds, are translated at 
month-end exchange rates. Gains or losses are included in 
income of the year, except gains or losses relating to long- 
term debt and capital lease obligations which are deferred 
and amortized over the remaining life of the debt and obliga- 
tions. Other assets and liabilities, subordinated perpetual 
bonds and items affecting income are converted at rates of 
exchange in effect at the date of the transaction. 


(h) Investment tax credits 


Investment tax credits related to assets acquired prior to 
1985 are recognized in income net of applicable deferred 
income taxes, using the flow through method in the year in 
which the credits are claimed for tax purposes. Investment 
tax credits related to assets acquired after 1984 are recog- 
nized as a reduction of the cost of property and equipment in 
the year of acquisition. 


(i) Pension costs and obligations 


The Corporation has adopted the new recommendations of 
the Canadian Institute of Chartered Accountants on 
accounting for pension costs and obligations with prospective 
application from January 1, 1986. Pension expense consists 
of the actuarially computed costs using management's best 
estimate assumptions of pension benefits in respect of current 
year’s service, imputed interest on plan assets and pension 
obligations, and straight-line amortization of experience 
gains or losses and assumption and plan changes, over the 


difference between the actuarial present value of the accrued 
pension obligation and the market value of the pension fund 
assets at January 1, 1986, is also being amortized into income 
on a straight-line basis over the expected average remaining 
service life of the employee group. Corporation pension con- 
tributions during the year in excess of the amounts in the 
income statement are recorded as a deferred charge in the 
balance sheet. If this change had not been made, net income 
for the year would have been reduced by $23.0 million and 
the deferred charge in the balance sheet would have been 
reduced by $43.9 million. 


Sale and leaseback of assets 


G 


~— 


Gains on sale and leaseback of assets are deferred and amor- 
tized to income over the terms of the leases as a reduction in 
rental expense. 


2. Property and equipment 


1986 1985 
$ $ 
Cost 
Blighwequipmentanes set ee stars eee 2,097,044 2,270,031 
Other property and equipment.............c:cc000000---. 720,597 694,285 
2,817,641 2,964,316 
Accumulated depreciation and amortization 
Rlightequipmien tees sss ae seen 738,727 806,910 
Other property and equipment..............0c0000-.-. 424,383 387,550 


1,163,110 1,194,460 
1,654,531 1,769,856 


Brogressipay.mentSeaes.. ee ren eee ee 15,144 Besse) 
INetibookivaluetuek. e- aee tet te ee 1,669,675 1,807,189 


Flight equipment includes one aircraft with a net book value of 
$2.6 million which was sold in January 1987 for $11.9 million. 


During the year, the Corporation sold and leased back under 
operating leases, 24 DC-9 aircraft and an office and computer 
building. 


. Flight equipment under capital leases 


1986 1985 
$ $ 
Flight equipment under capital leases ....0........cccccecesee. 292,266 295,985 
Lessraccumulatedidepneciationi aise ane eee 218,169 204,270 


Netibookivaluem.2e fetes oe cr ay et ee RE 74,097 91,715 


. Investment in other companies 


Investments in companies accounted for on the equity basis 
included GPA Group Limited (26.0% owned, 22.7% owned until 
March 31, 1986), Innotech Aviation Industries (1986) Limited 
(30.0% owned), Aerospace Realties (1986) Limited (30.0% 
owned), MATAC Cargo Ltd. (50.0% owned), Global Travel 
Computer Holdings Ltd. (33.3% owned), Air Ontario Limited 
(24.5% owned effective March 4, 1986) and Air Nova Inc. (49.0% 
owned effective July 1, 1986). The Corporation’s share of the 
earnings of these companies has been included in other non-oper- 
ating income and amounted to $12.7 million (1985—$9.1 
million). 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


5. Deferred charges revolving and term periods are three and five years respectively. 


1986 1985 
$ $ 
Foreign currency exchange losses on long-term debt... 158,800 79,795 
Employer pension plan contributions in excess of 
charges:to. incomes. 2eccgs..cer- pores. eee eee eee. S552 
BOndpisSue:COSts: he Rn cr ete he kite eee 2 rae 22,808 11,615 
OUNCE caste eee sida 0 eh pace SRA st 26,921 28,618 


259,681 120,028 


Amortization of deferred charges for the year amounted to 
$33.3 million (1985—$9.6 million). 


. Long-term debt 


1986 1985 
$ $ 
Government of Canada 
7.2% note, payable semi-annually maturing in 
19.93 ecereees etre ett Aire Ss ers oe eee 175,589 196,098 
Other 
Se Jomo tes CUCM 99 5/9 Orta mera mee ar ene rate 477,266 504,211 
7.3% bonds due 1991 to 1995...........0. cece 130,875 104,760 
G25Z%ibonds due 1992 ke ate eee 85,590 67,860 
S:5Zibonds duel 995y. eet ere ieee tee eee 85,590 67,860 
VOibondsidne 992 serene eee ee 71,740 57,190 
e375 7otbonds due L993. eee 71,740 57,190 
MES ibonds duenlOO4sece. te, ee ee 70,000 70,000 
8:07 notesidues990/9 ki cs tee een 41,161 50,733 
Sescomnote dues 991/92 een eer een tere ee. 38,356 46,699 
O25 note due lOO Wh tontO93es ee 31,574 32,128 
S37 SZoinoterdue: SIO ssh es Re crrrsenvccnh 26,896 35,007 
Various notes due 1987 to 1992.0... ZS 53,530 
1,133,158 1,147,168 
1,308,747 1,343,266 
In-substance defeasance (Note 12) ...........cce (180,067) 
1,128,680 1,343,266 
Current portion ............. EERE a eas cee RCe TERE (60,118) (84,142) 


1,068,562 1,259,124 
Net value of related long-term forward exchange 
CONUPA CES tree nope emer irra fod weiner aint pen (18,883) (30,329) 


1,049,679 1,228,795 


None of the long-term debt is secured. 


Repayment requirements over the next five years amount to 
$347.3 million net of defeasance: $60.1 million in 1987, $67.6 mil- 
lion in 1988, $70.9 million in 1989, $70.7 million in 1990 and 
$78.0 million in 1991. Long-term debt includes $581.5 million 
payable in U.S. funds, $171.2 million in Swiss francs, $143.5 mil- 
lion in German marks, $130.9 million in Japanese yen, $70.0 mil- 
lion in U.K. Sterling, and $31.6 million in French francs. Essen- 
tially all the U.S. debt is covered by long-term U.S. currency 
forward exchange contracts. The Corporation has a currency 
swap agreement with a Canadian bank which has the effect of 
extinguishing future exchange fluctuations of the Sterling debt 
and interest. 


In 1985 the Corporation entered into interest rate swap agree- 
ments expiring in 1988 and 1990 aggregating U.S. $150 million in 
notional principal. The Corporation has assumed the variable 
interest rate position adjusted quarterly to the prevailing LIBOR 
rate against an average 10.15% fixed interest rate position 
assumed by third parties. 


The Corporation has revolving and term credit agreements 
totalling $200 million with two Canadian chartered banks. The 


As at December 31, 1986 there were no outstanding drawings 
against these agreements. 


7. Lease obligations 


The future minimum lease payments under capital and operat- 
ing leases are as follows: 


Operating 
leases— 
Capital Aircraft 
leases— & 
Aircraft property 
$ $ 
Ne deem ete Dept A ln et Re NE ie alae AI a 16,786 66,034 
MS ae ace ei er ena a aN ce RI EAE 13,935 61,940 
1989)... 23 VR et teen ee oe eN Ce ae ee eee Sree 7,685 $4,983 
NNSA 8), a ape cree caren aeerenence acto ee eae canes coon Rene 3,651 53,974 
LOR a a ere RN dence estese rere AE 51,165 
Remaining yearss 20. sure eten.csantes enantio cents 413,085 
Total future minimum lease payments...............0.0005 42,057 701,181 
Less: amount representing interest and holdbacks....... 10,933 
Present value of capital lease obligations net of 
amounts defeased of $62.1 million (Note 12) .......... 31,124 
Less: current portion of net obligations............0....0.00. 14,184 
Present value of net long-term obligations under 
Capital leases ne. 0 eee eee ccc eens 16,940 
Less: net value of related long-term forward 
exchangercontracts ment eee nn 3,043 
Present value of long-term obligations under capital 
Ty aed Rh te tran die neti Aesth ean ilar Soh an 13,897 


Capital leases are recorded at the present value of the lease 
payments using the interest rate implicit in the lease. The average 
implicit interest rate of these obligations is 7.6% and their expiry 
dates are from 1989 to 1991. 


. Deferred credits 


1986 1985 
$ $ 
Gains on sale and leaseback of assets..............0.00:0008 211,931 
Income staxes inch ee cee eee ene eee: aes Sibi Geiss 
OTS Es ore ee ree RN 2,206 8,095 


301,309 75,833 


. Subordinated perpetual bonds 


1986 1985 


300 million Swiss francs at 64% Callable in year 

2001 and every fifth year thereafter at 102% of par 201,600 
200 million Swiss francs at 5%4% Callable at 101/2% 

of par in year 1999 and every fifth year thereafter 

at O27 Of Danes. comers rete eee tet mentees: 134,400 


336,000 


The maturity of these bonds is only upon the liquidation, if 
ever, of the Corporation. Principal and interest payments on these 
bonds are subordinated to the prior payment in full of all indebt- 
edness for borrowed money. Since it is not probable that circum- 
stances will arise requiring redemption of the bonds, they are 
valued at the historical exchange rate and no provision is made for 
foreign exchange fluctuations. 
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AIR CANADA—Concluded 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Concluded 


10. 


Income taxes 


The Corporation’s provision for (recovery of) deferred income 
taxes is comprised as follows: 


1986 1985 
$ $ 
Provision for (recovery of) income taxes based on the 

combined basic Canadian federal and provincial 

RNCOMEM ANNA LCM eae Ae Seemann eee RRL. eed 24,787 (24,535) 
Lower effective income tax rate on capital (gains) 

LOSSES A etlae een. othe Rec merrde EG. ora meen 5 de-k 1,258 (5,125) 
Tax exempt earnings of related companies................... (5,450) (4,024) 
Investment tax credits, net of deferred income tax of 

SIROSAR EY SIO Rae DE UE Sis. Lo (1,288) 
Miscellaneous: esas fase. Po hete ten tae cums its byte (166) (181) 
Provision for (recovery of) deferred income taxes ....... 19,141 (33,865) 


As at December 31, 1986 the Corporation has available $21.9 
million of investment tax credits that can be applied in 1987 or 
1988 as a reduction to future federal income taxes payable. The 
benefit of these credits has not been recognized in the accounts. 


. Extraordinary items 


During the year the Corporation defeased $268.7 million of 
long-term debt and capital lease obligations resulting in a gain of 
$9.9 million after deducting deferred income taxes of $6.4 million. 


Provision for the cost of staff reduction programs amounted to 
$5.4 million (1985—$2.8 million) after deducting deferred 
income taxes of $4.4 million (1985—$2.2 million). 


. In-substance defeasance 


In 1986 the Corporation deposited $251.8 million of govern- 
ment securities in irrevocable trusts, solely to satisfy the scheduled 
interest and principal repayment requirements of $200.6 million 
in long-term debt and $68.1 million in long-term capital lease 
obligations. As at December 31, 1986, these obligations, which 
amounted to $180.1 million in long-term debt and $62.1 million in 
capital lease obligations, are considered extinguished for financial 
reporting purposes and, together with the related securities, have 
been removed from the Corporation’s balance sheet. 


. Changes in accounting estimates 


Estimated residual values of aircraft spare parts were adjusted 
in the determination of the provision for obsolescence in 1986. 
This resulted in a decrease in amortization and an increase in net 
income of $5.0 million after deducting deferred income taxes of 
$4.1 million. 


. Commitments 


As at December 31, 1986, the Corporation had undertakings to 
increase its participation in Air Ontario Limited from 24.5% to 
75%, to acquire 75% of Austin Airways Ltd. and 100% of AirBC. 
These undertakings involved an estimated expenditure of $68.8 
million. The Air Ontario and AirBC commitments were con- 
cluded subsequent to year-end. 


Contracts for aircraft modifications amounted to approximately 
U.S. $6.3 million. Other commitments for property, ground 
equipment and spare parts, amounted to approximately $37.6 mil- 
lion Canadian. 

At December 31, 1986, the Corporation had contracted for sale 


in mid 1987, 2 L-1011 aircraft presently under capital lease. Pro- 
ceeds of sale will exceed the carrying value of these aircraft. 


INS 
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Pension Plans 


Air Canada maintains several defined benefit pension plans 
covering substantially all of its employees. Based on the latest 
actuarial reports prepared as of December 31, 1985 using man- 
agement’s best estimate assumptions, the present value of the 
accrued pension benefits as at December 31, 1986 amounted to 
$1,746.2 million, and the market value of the net assets available 
to provide these benefits was $2,260.4 million. 


In accordance with generally accepted accounting principles 
recommended by the Canadian Institute of Chartered Account- 
ants, the amount by which the Corporation’s 1986 funding contri- 
butions exceeded the amounts recorded in the determination of its 
net income, has been reflected in the balance sheet as a deferred 
charge. 


. Contingencies 


Various lawsuits and claims are pending by and against the 
Corporation. It is the opinion of management supported by coun- 
sel that final determination of these claims will not materially 
affect the financial position or the results of the Corporation. 


Under aircraft sale and leaseback agreements, the Corporation 
may be required to provide residual value support not exceeding 
$39.5 million. Independent appraisals presently indicate that the 
Corporation will not be required to provide this support. 


. Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. The Corpora- 
tion derives revenues from related parties for passenger, cargo and 
contract services. Expenses with related parties include landing 
fees, terminal assessments, taxes and interest on long-term debt. 
Account balances resulting from these transactions are included 
in the balance sheet and are settled on normal trade terms. 


. Comparative figures 


Certain of the 1985 comparative figures have been reclassified 
to conform to the presentation adopted in 1986. 


. Act of incorporation 


The Corporation operates under the Air Canada Act, 1977, as 
amended. 


Subsequent events 


In February 1987, the Corporation entered into an agreement 
with CSFB-Effectenbank in Germany pursuant to which it will 
issue to the bank Deutsche Mark 200 million of 6%% interest 
adjustable subordinated perpetual bonds in consideration for 
which the bank will convert Deutsche Mark 200 million of exist- 
ing long-term public bond debt into these subordinated perpetual 
bonds and to fund the interest payment requirements on the new 
perpetual bonds until conversion in 1992 and 1993. The principal 
component of the subordinated perpetual debt will be recorded in 
the accounts upon actual conversion and until such time the Cor- 
poration will be contingently liable for such obligations. The 
bonds are unsecured. The interest rate will be 63% until 1994 and 
re-set for each subsequent 3 year period based on an interest rate 
index. The bonds may be called by the Corporation on each inter- 
est rate re-set date at 100% of par. As a result of this transaction, 
the deferred foreign exchange position in respect of the Deutsche 
Mark 200 million of existing long-term public bond debt ($52.1 
million deferred loss as at December 31, 1986) will no longer be 
amortized to income. 
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SUMMARY PAGE 


ATLANTIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service within 
designated waters in and around the Atlantic provinces. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. - 


CORPORATION DATA 


HEAD OFFICE Suite 1203 
Bank of Montreal Tower 
5151 George Street 
Halifax, Nova Scotia 


B3J 1MS5 
STATUS —Schedule C, Part I 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1972; pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52) 
OF INCORPORATION proclaimed on February 1, 1972. 
CHAIRMAN AND CHIEF A. Douglas Latter 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 

At the end of the year 

sbOLALASSCLS canta) cht we baleen ad urmtiv stunt oM ages «vad. 1.4 KA eal 1.9 

Obligations tojtheprivatesectores iz wish eeneneiwadeeaceed sacs... 0.1 0.3 nil nil 

Obligations tor@anada ea aenete:s eu Po ettne eins «bles 0.4 0.4 0.5 0.6 

Bouityot Canadatat secrete cre eee ee enn ns (0.3) (0.6) (0.1) negl. 
Cash from Canada for the year 

same) |]: 1 dr nh ar iP Rer rere esp enomerenctarttmrerternerstnrerrerterorent te titre 0.7 0.6 Out nil 


roms OTA ESC CERN li ae od 2 Reig one nil nil nil nil 
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ATLANTIC PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Atlantic Pilotage Authority as 
at December 31, 1986 and the statements of operations, deficit, con- 
tributed capital and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations, and the by-laws of the Authority. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 20, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 
$ $ 
Current 
(CoS Ty EE ad ek AB Dace fsa ene ie eR a ede 303 16,801 
AccountsireceiVable) ae. it tee eee 667,793 526,967 
Prepaid expenses: 2 werent rath eke tres te coe 14,507 14,869 
682,603 $58,637 
ixediat.costa(INOter4) a1. et Meee te Renee 1,471,929 1,476,593 
Less: accumulated depreciation ...............0.cccccceeee 767,177 807,182 
704,752 669,411 
1,387,355 1,228,048 
Approved by the Authority: 
A.D. LATTER 
Chairman 
C.R. WORTHINGTON 
Member 


M. R. McGRATH 


Treasurer 


LIABILITIES 


Current 
Banksindebtednessteonaceceense emit ree 
Accounts payable and accrued liabilities.......... 
Obligation under capital lease agreements 

(Note:S)ycine.) etre eet es. creel Cees chat 
Current portion of accrued employee termina- 
LiomiDenelits errs verre nn ne ncn ram ce 


Long-term 
Accrued employee termination benefits............ 
Obligation under capital lease agreements 
(INO bee) ere Rarer ete err oe nee eer 


CONTRIBUTED CAPITAL AND DEFICIT 


Contributedicapitaleec ce erent eee 
DCLG ttecrrercrcereertsesers Sect oe cose sta con conensy setae enenaneen rs 


1986 


111,455 
401,281 


84,340 


52,969 
650,045 


719,810 


286,874 
1,006,684 
1,656,729 


933,988 
(1,203,362) 


(269,374) 
1,387,355 
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1985 


300,000 
400,646 


77,685 


24,538 
802,869 


694,950 


371,214 
1,066,164 
1,869,033 


845,503 

(1,486,488) 

(640,985) 
1,228,048 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Income 
Pilotage’chargesiemer te eee eee ee ene 5,804,151 5,484,593 
Interestand othen incomes ee 30,267 64,860 


5,834,418 5,549,453 


Expenses 
Pilots’ fees, salaries and benefits.................0.cc0000-000.0-- 2,976,931 3,019,500 
Pilot boats; operating COStswenee emer eee eee 1,889,727 1,897,577 
Staffisalanestand)benefitsieree se 367,469 366,023 
ihransportationrandstraveleeeeeeeet ete nee tree 247,261 242,789 
Professional and special services ..............:ccccceeerenee DUSS2 71S) 199,821 
Rentals seeeb oko ce iia eee Are en Se A Sa 123,700 127,612 
Depreciation £25) 4 ees pone ree ese eee oe 63,191 73,676 
ComMUNiCatlonSA ee a ee ee ee 59,582 58,061 
UtilittessmatenialstandisupplicSomecarte tetera eee 51,080 42,703 
Sundnyid teers teen tee eS, Se ee eT REE, 43,194 43,792 
Interestion capitalileaSes ser © a eee eee eee 36,508 42,795 
6,073,918 6,114,349 
Net lossifomthesyeati (Notes, (C)))mraene een ener 239,500 564,896 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 
1986 1985 
$ $ 
Balance. beginningiofivearsen rae cesses eee 1,486,488 921,592 
INetsloss for the Year acer ecco rnc ieee eee: 239,500 564,896 


1,725,988 1,486,488 


Parliamentary appropriation to finance (Note 3(a)) 
Gash operating Oss snc ene cece renee 


Balancesend ofthe eatnerrs a. oer eee 


522,626 
1,203,362 1,486,488 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Balance, beginning of year 845,503 845,503 


Parliamentary appropriation to finance (Note 3(a)) 


Additions towtixed:assets oe eee re eee 10,800 
Principal payments on capital leases ..............ccceeeee 77,685 
88,485 


Balances end of year sc.ccccr tear teeta ascr oncevatscsts 


933,988 845,503 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Financing activities 
Parliamentary appropriation to finance 
(Note 3(a)) 
Cashtoperating:l0ssicseen: 2 ee ceeeeee eeee 522,626 
Bixedtasse vada tions aeeeere ene rete 10,800 
Principal payments for capital leases ............... 77,685 
é 611,111 
Reimbursement of parliamentary appropriation. (186,468) 
Principal portion of capital lease payments ......... (77,685) (71,558) 
Increase (decrease) in bank indebtedness ............ (188,545) 300,000 
Cash provided by financing activities .........0....0.... 344,881 41,974 
Operating activities 
Cash (used for) provided from operations 
INet loss fomthesyeat-enee ee eee er es (239,500) (564,896) 
Items not requiring cash 
DEpreciationy mare ee eee ee meee itd 63,191 73,676 
Increase in accrued employee termination 
Denelitses et eee et ie eee 82,186 70,713 
Loss on disposal of fixed assets .......0.0.0ce 1,105 2220 
Cashi(usedifor)roperationsies treme ee (93,018) (418,287) 
Cash provided by (invested in) non cash work- 
Ing Capital pce. Petecco teen hee ese MeN pte (139,829) 279,738 
Employee termination benefits payments ............ (28,895) (93,989) 
Cash (used for) operating activities............ccccee (261,742) (232,538) 
Investing activities 
Additions:tofixediassetsiercs eee ee (99,637) (10,800) 
Cash (used for) investing activities .....0..0..0.cc (99,637) (10,800) 
(Decrease) in cash during the year ..................00. (16,498) (201,364) 
Gashubesinnine ofpyeane- ce eee tte 16,801 218,165 
@asligendiofiyean es... ae ke See ore ee ae 303 16,801 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Nature of activities 


The Atlantic Pilotage Authority was established on February 1, 
1972 pursuant to the Pilotage Act. The objects of the Authority 
are to establish, operate, maintain and administer a safe and effi- 
cient pilotage service within designated Canadian waters. The Act 
provides that pilotage tariffs shall be fair, reasonable and suffi- 
cient, together with any revenue from other sources, to permit the 
Authority to operate on a self-sustaining financial basis. 


2. Significant accounting policies 


(a) Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating | 
losses are recovered from parliamentary appropriations. | 
These appropriations are recorded in the accounts when | 
approved by Parliament and are reflected in the statement of 
deficit. 


(b 


Na, 


Depreciation 


Depreciation of fixed assets is calculated on a straight-line | 
basis and is based on the estimated useful life of the assets as 


follows: 
Buildings 20 years 
Pilot boats 20 years 
Pilot boats under capital lease 25 years 
Furniture and equipment 10 years 
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ATLANTIC PILOTAGE AUTHORITY—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


(c) Contributed capital 4. Fixed assets 


Capital assets and the principal portion of payments under 
capital lease agreements financed from parliamentary appro- 


priations are shown as contributed capital when approved by 1986 
Parliament. Accumu- 
lated 

(d) Capital leases depre- 

The Authority leases three pilot boats from Canada under Est gation 

long-term financing leases. Under the terms of the lease $ $ 

agreements, the Authority assumes the rights and obligations Land and buildings............. 450 

of ownership. As a result, the leases are treated as purchases Rilotiboatst vane ste 299,909 224,452 

and the principal portion of lease payments is capitalized and Pilot boats under capital 

depreciated over the estimated useful lives of the boats. The TEASE oases sees Kaye ory 964,000 466,720 

corresponding liability is reduced by the principal portion of SORE Cl Gales op EUS eo AD 


| aiken eee din th Pilot boat under construc- 
ease payments and the interest portion is expensed in the tion (Note 3(b))............. 78,494 


year to which it relates. 1,471,929 767,177 
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1985 
Net Net 
$ $ 
450 450 


75,457 85,918 


497,280 535,840 
53,071 47,203 


78,494 
704,752 669,411 


(e) Pension plan 
All employees are covered by the Public Service Superannua- 5. Capital lease agreements 
oe Plan nana by the eles te 2. agen on The Authority leases three pilot boats under long-term financ- 
tributions’ to the Han are required trom’ both the employee ing leases. The payments required under the leases are as follows: 
and the Authority. Contributions with respect to current ser- 
vice are expensed in the current period. Contributions with 1986 1985 
respect to past service benefits are expensed when paid, gen- $ $ 
erally over the remaining years of service of the pilots. 
y by P 9%% lease agreement, due April 1991, payable 
(f) Employee termination benefits in blended annual payments of $54,785 ..... 273,930 328,715 
4 : i ; 8% ] t, due October 1989, - 
Employees of the Authority are entitled to specified benefits ‘ ee ee dc) pent Be eer cto 
on termination as provided for under labour contracts and STOTT ek ere 93,228 124,305 
conditions of employment. The liability for these benefits is 8% lease agreement, due November 1989, 
recorded in the accounts as the benefits accrue to the payable in blended annual payments of 
employees. NSN UT ld hc acccanbeentig sseuae: Arcbrosooce cobsesapaecncen rade ue e 93,228 124,305 


Totalilease:payimentsy wees eee 


3. Parliamentary appropriation Less: amount representing interest ............. 


460,386 577,325 


89,172 128,426 


(a) On March 26, 1986, the Government of Canada provided, Principal amount of capital lease................ 371,214 448,899 
through Appropriation Act No. 4, 1985-86, for the 1985 cash Eessi Current portion micenrs eens -tn sere ce 84,340 77,685 
operating loss and capital expenditures of the Atlantic Pilot- Principal amount of capital lease agree- 
age Authority. An amount of $611,111 was received in 1986 ments net of current portion .................... 286,874 371,214 
by the Authority in respect of this appropriation. 

(b) On December 4, 1986, the Treasury Board of Canada The following is a schedule of lease payments under the capital 
approved, under T.B. 803674, the amended 1986 Capital leases expiring in 1989 and 1991. 

Budget of the Atlantic Pilotage Authority for the construc- 1986 1985 
tion of a new pilot boat (Note 4). Approval has been granted § § 
for a 1986-87 final Supplementary Estimate to transfer ; 
$450,000 from Transport Canada Vote 5 to the Authority. phot BEANIE. Mesa 
A contract to construct the pilot boat, for a total cost of ORT Mk ROS kG Ete EEA ee 116.939 116,939 
approximately $395,000, was signed on December 19, 1986. CET Tatil eh a) ba eS: Bie dS Pa 116,939 116,939 
Delivery is expected in June, 1987. TOSOGR ened ee eegine oat ccm tna iN. os 116,939 116,939 
(c) On February 12, 1987, Treasury Board approved the Author- le ee es EE sarassarns 


ity’s application, in the amount of $275,000, to include an 

item in Supplementary Estimates for 1986-87 for the 1986 

cash operating loss and capital expenditures. The actual 

amounts are as follows: Upon maturity of the leases, the Authority 
purchase each of the boats for $1. 


$ 
Cashtoperatinglossiz crue ceeeneraeee 12913 
Fixed:asset additionss 270 oe eee 21,143 
Principal payments for capital leases ..0....0.... cee 84,340 


227,396 


460,386 577,325 


has the option to 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


6. Pension plan 


Under provisions of the Pilotage Act, pilots may choose to 
become employees of the Authority and become entitled to count 
service prior to becoming an employee as pensionable under the 
Public Service Superannuation Act. For pilots who have elected to 
purchase pension benefits with respect to past service, the Author- 
ity is required to match the employee contribution. Total past ser- 
vice pension expense was $19,464 in 1986 ($20,985—1985). The 
estimated unfunded past service pension contribution with respect 
to these employees was approximately $128,000 at December 31, 
1986 ($127,000 at December 31, 1985) and will be funded over 
the remaining years of service of the pilots, or the terms of pur- 
chase, whichever is the lesser. 

7. Related party transactions 


The Canadian Coast Guard, through its Vessel Traffic Service 
Centres in Nova Scotia, New Brunswick and Newfoundland, pro- 
vides a pilot dispatching service to the Authority without charge. 


8. Cost reduction 


The Authority continually monitors its operating expenditures 
in striving to operate on a self-sustaining financial basis. During 
1986, steps were taken to reduce costs of pilots, pilot boats, and 
administrative overheads. 


9. Income tax 


Under the provisions of the Income Tax Act, the Authority is 
not subject to income tax. 
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SUMMARY PAGE 


ATOMIC ENERGY OF CANADA LIMITED 


MANDATE 


To develop the utilization of atomic energy for peaceful purposes. The mandate of the corporation is prescribed by 
s. 10(1) of the Atomic Energy Control Act and by its charter and articles of incorporation. 


BACKGROUND 


Founded in 1952, AECL developed Candu power generating technology. It operates Canada’s major research and 
development laboratories at Chalk River, Ontario and at Pinawa, Manitoba. Three provincial utilities received 
federal financing for nuclear facilities through AECL and now make repayments to it which are passed on to 
Canada. The corporation was responsible for Candu reactors built recently in Argentina and in Korea and is 
providing services related to two Candu reactors under construction in Romania. Its design and engineering teams are 
important to the continued improvement and development of nuclear power stations and nuclear technology in 
general. Consideration is now being given to the privatization of the Radiochemical division of the company which 
produces and markets radiating isotopes and medical equipment. 


CORPORATION DATA 

HEAD OFFICE 275 Slater Street 
Ottawa, Ontario 
K1A 0S4 

STATUS — Schedule C, Part I 


APPROPRIATE MINISTER 
DEPARTMENT 

YEAR AND MEANS 

OF INCORPORATION 
CHIEF EXECUTIVE 
OPEICER 

CHAIRMAN 


AUDITOR 


— an agent of Her Majesty 

The Honourable Marcel Masse, P.C., M.P. 

Energy, Mines and Resources 

February 14, 1952 under Part I of Canada Corporations Act; 
continued July 8, 1977 under the Canada Business Corporations Act; 


certificate amended July 15, 1982. 


James Donnelly 


Basil A. Bénéteau 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


Data ANGBEES A Yates i isae de tls bashes 

Obligations to the private sector 

Obligations to Canada. oi... 

Peet OF CAN AGA saan nen gies ach 
Cash from Canada in the period 

see DUC CLAY itera has dies Aiea dats unis 

Fr NONRDUMCCLAT Ver amaperccnncnscas 


1986-87 1985-86 1984-85 1983-84 


SAWN A APU oe ol EA 1,018 LtO7 1,226 1,285 
23 24 36 44 
I ER EAR er na 626 649 720 767 
op ORAS ae a ee 196 Los 148 143 
218 275 326 336 
nil nil nil 5 
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ATOMIC ENERGY OF CANADA LIMITED 


MANAGEMENT RESPONSIBILITY 


The financial statements and all other information presented in this 
annual report are the responsibility of the management and the Board 
of Directors of the Corporation. The financial statements have been 
prepared in accordance with generally accepted accounting principles 
and include estimates based on the experience and judgement of man- 
agement. 


The corporation maintains books of account, financial and manage- 
ment control, and information systems, together with management 
practices designed to provide reasonable assurance that reliable and 
accurate financial information is available on a timely basis, that 
assets are safeguarded and controlled, that resources are managed 
economically and efficiently in the attainment of corporate objectives, 
that operations are carried out effectively and that transactions are in 
accordance with Part XII of the Financial Administration Act and its 
regulations, as well as the charter, the by-laws and policies of the cor- 
poration. The corporation has met all reporting requirements estab- 
lished by the Financial Administration Act, including submission of a 
corporate plan, an operating budget, a capital budget, and this annual 
report. 


The corporation’s internal auditor has the responsibility for assess- 
ing the management systems and practices of the Corporation. The 
Auditor General of Canada conducts an independent examination of 
the financial statements of the Corporation and reports on his exami- 
nation to the Minister of Energy, Mines and Resources. 


The Board of Directors’ Audit Committee, composed of directors 
who are not employees of the Corporation, reviews and advises the 
Board on the financial statements, the Auditor General’s reports 
thereto and the plans and reports related to special examinations, and 
oversees the activities of internal audit. The Audit Committee meets 
with management, the internal auditor and the Auditor General on a 
regular basis. 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


ee a 


SEE 


ASSETS 1987 1986 
Current 
@ashvand:short-termideposits. 5-0 ee ee 57,701 55,495 
IXCCOUMESIRECELV.AD le peered cere een En ee ete 142,182 126,858 
Inventories (Notess)i sctrseee ce ee ee ee 59,595 61,667 
259,478 244,020 
Non-current inventory (NOte:S) sc eeeern eee: 1,579 
ong-terminreceivables (NOte:4) een reenter eee 597,378 699,163 
Investment and deferred costs (Note 5) .........ccccece 107,652 110,280 
Property, plant and equipment (Note 6) .....0......0. 53,607 S955 


HOLS TS y 11065997 
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AUDITOR’S REPORT 


TO THE MINISTER OF ENERGY, MINES AND RESOURCES 


I have examined the balance sheet of Atomic Energy of Canada 
Limited as at March 31, 1987 and the statements of income, con- 
tributed capital, retained earnings and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


May 8, 1987 
LIABILITIES op ST pn ASG 
Current 
Accounts payable and accrued liabilities .................... 124,594 133,759 
Current portion of long-term debt... 26,353 24,171 
150,947 157,930 
Deferred nevenUcte 1 eecceteetee enters teneesonet nae 14,592 64,255 
Provision for contracts in PrOgress..............-..-c:eeeerseee 25,024 
Accrued employee termination benefits ..........0.0.0.....0. 34,370 34,084 
ong-termudebt(Noteg meecees steer ee eee 622,545 648,898 
822,454 930,191 
SHAREHOLDER’S EQUITY 
Capital stock 
Authorized—75,000 common shares 
Issued—54,000 common Shafe.............:0::ccereeeeees 15,000 15,000 
Gontributedicapitale cs. 210 ween rae oe ee ee ee 71,051 69,795 
Retammediearmimesn eee Dan nee eee 109,610 92,011 
195,661 176,806 


1,018,115 1,106,997 


Deen eee ee eee ee eee ee ee 


Approved by the Board: 


B. A. BENETEAU 
Director 


JAMES DONNELLY 
Director 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Commercial operations 
Revenue 
INUcleatsupplyandiservicese=...5 1 ee eee 87,603 93,269 
Radiation equipment and isotopes..........cccccccscsececeeesees 111,209 92,617 
Interest on long-term receivables..........0....ccccccccccceeceeseees 63,355 64,197 
Interestronishort-termideposits aay 5,965 10,238 
268,132 260,321 
Costs and expenses 
Costofssalestandisenvicesn ace eee ee eee 114,094 119,467 
Producti@evelopmentas. sate tee ne eer eer, 17,820 10,332 
Marketing and administration.......0.0....0ccccccccececcecececeeees $7,222 40,593 
Interestontlong-termdebtr tare... ete eee. D85035eetO2, 231 
247,439 232,623 
Operatinpyplolit cement tn ren ee eee 20,693 27,698 
Research and development operations 
EXPEnSCSyee te ek hee ccc Ae eT Se 222,870 211,683 
LEGS SSBLCY EDUC AU RU creo eee eerie oecesencaen Maree 38,039 24,867 
parliamentary appropriations .........cccccecseeeesee 181,737 176,612 
INCI XP CTISCSMEME NEE ON een hoon aloe ota 3,094 10,204 
Discontinued operations 
EXPENSES areca eee tance rene RN TNE AOS ORE Re fees eas 36,397 58,161 
Less: parliamentary appropriations .........0..0.ccccccccecseeceeees 34,588 58,161 
FECOVERVEIONIASSCE Sales sea sen ne need 1,809 
INIT eR 2 So dae ra ee Sa a 17,599 17,494 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 
1987 1986 


Balance atibeginning-of theiyear.......0...1l ene eee 69,795 58,641 


Parliamentary appropriations for loan principal repayment .. 1,256 11,154 
Balanceatkendiotthe year eee ne eee 71.051 69,795 
STATEMENT OF RETAINED EARNINGS 

FOR THE YEAR ENDED MARCH 31, 1987 

(in thousands of dollars) 

1987 1986 

Balance at beginning of the year.........c.cccccscceescssscstscsvesesesceseees 92,011 74,517 
BY CINCOM eG Bee er een eur ett ANC el EN 17,599 17,494 


Balance:at:endiofthe:yearse ee ee. e ee 109,610 92,011 
eI a Le SRS aa as ES aa Ge emae & pebe Ty Td ee es ar ae ad 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Operating activities 
IN CEN COM eee ere tia been pee nrte rieMe ey eee A, 17,599 17,494 
Depreciationiandamortizationy sere eee 6,822 6,175 
24,421 23,669 
Increase in operating working capital .......ccccccceeeee (13,444) (26,173) 
Cashifromicasediim)sopena tions rents ae een eee eae 10,977 (2,504) 
Investing activities 
Heavyawatemproductionveusie reat eat ee ee (29,193) 
Parliamentary appropriations for heavy water produc- 
LON fa a Cena Mer reeennoae nth bem e MCs ee. 2O193 
Acquisition of commercial property, plant and equip- 
THEN Ee HOlG iS pOsa leemetey ers ene ten tn a een ere (7,438) (4,947) 
Increasesinideterredscostsisnsae eee ee eee (1,758) (6,985) 


Gashiinvested triers aeow rreteemreet mane: ts Panera near ea 
Financing activities 
Repayment ofilong-termidebtars. saree) ee ee eee 


(9,196) (11,932) 


(24,171) (83,013) 


Proceeds from long-term notes receivable .............cccccceee- 23,340 19,126 
Parliamentary appropriations for loan principal repay- 

MON Uk ex etree ene eae sd A coker he tae # Dak ot ee 1,256 11,154 
Cashitromi(@isediin)ifinancingee seen een 425 (52,733) 
Increase (decrease) in cash and short-term deposits ............ 2,206 (67,169) 
Cash and short-term deposits at beginning of the year ....... 55,495 122,664 
Cash and short-term deposits at end of the year ..........0....... 57,701" 55,495 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


These financial statements have been prepared in accordance with 
generally accepted accounting principles applied on a consistent basis. 
The most significant accounting policies are summarized below: 


Foreign currency translation 


Transactions denominated in a foreign currency are translated into 
Canadian dollars at the exchange rate in effect at the date of the trans- 
action, except those covered by forward exchange contracts, where the 
rate established by the terms of the contract is used. Monetary assets 
and liabilities outstanding at the balance sheet date are adjusted to 
reflect the exchange rate in effect at that date. Exchange gains and 
losses arising from the translation of foreign currencies are included in 
income. 


Inventories 


Radiation equipment and materials are valued at the lower of aver- 
age cost and net realizable value. Maintenance and general supplies 
are valued at cost. Heavy water is valued at the lower of average cost, 
less related parliamentary appropriations, and net realizable value. 
Heavy water inventory not expected to be sold within the next year or 
used in operations is classified as non-current. 


Investment and deferred costs 


Investment and deferred costs are recorded at cost and charged to 
the revenue derived therefrom over the expected period of revenue gen- 
eration. 


Property, plant and equipment 


Property, plant and equipment of a research and development 
nature are recorded at cost and expensed in the year of acquisition. 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES—Concluded 


Other property, plant and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful life of the 
asset as follows: 


Machinery and equipment — 3 to 20 years 
Buildings — 20 to SO years 


Costs of decommissioning nuclear facilities are expensed when 
incurred. 


Long-term contracts 


Revenue and costs on long-term contracts are accounted for by the 
percentage-of-completion method, applied on a conservative basis to 
recognize the absence of certainty on these contracts. Full provision is 
made for all estimated losses to completion of contracts in progress. 


Parliamentary appropriations 


The Government of Canada, through parliamentary appropriations, 
funds certain operations of the Corporation as outlined in Note 2. The 
parliamentary appropriations are offset against the applicable expendi- 
tures except for the portion used to discharge certain loan principal 
which is recognized as an increase in contributed capital. 


Pension plan 


Employees are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. The Corporation’s contri- 
butions to the plan are limited to an amount equal to the employees’ 
contributions on account of current service. These contributions repre- 
sent the total pension obligations of the Corporation and are charged 
to income on a current basis. 


Employee termination benefits 


Employees are entitled to specific termination benefits as provided 
for under collective agreements and conditions of employment. The 
liability for these benefits is charged to income as benefits accrue to 
the employees. 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1987 


1. Accounting policies 
The summary of significant accounting policies is an integral 
part of these financial statements. 
2. Parliamentary appropriations 


Parliamentary appropriations were used during the year for the 
following purposes: 


1987 1986 


(in thousands of 


dollars) 


Research and development operations ..............:00::008 181,737 176,612 


Discontinued operations 


Prototype Tea ctOrseeic.c.csstcecn tren nt inet sactessee pesca ary 11,855 18,331 
Heavy water plant closunes incense cee 18,839 35,382 
VaPrademlant protection. vic cere eee ee 1,850 2,302 
Heavy water plant loam Interests. rege 2,044 2,146 
34,588 58,161 

Heavviwaterproducton: cscc.cnsueem reno aces aoa 29193 
Heavy water plant loan principal ..........:c.csccss-sccys-o 1,256 11,154 


217,581 275,120 
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3. Inventories 


1987 1986 
(in thousands of 
dollars) 
Current 
Radiation equipment and materials ...............:.00 44,916 37,763 
ea vysw ater e se tered noes cerese tees ceotnneconertaarsemmeetnrers oe 9,653 20,904 
Maintenance and general supplies.............0..:006 5,026 3,000 


59,595 61,667 
Non-current 


CAV Vg ALCL eee rere eer cence sere rece ann 554,787 556,366 
Less: accumulated parliamentary appropriations .. 554,787 554,787 
1,579 


Accumulated parliamentary appropriations are repayable, 
together with interest thereon, to the extent of future revenue 
from sales of related heavy water. At March 31, 1987 no signifi- 
cant contracts had been finalized for the sale of heavy water 
funded by parliamentary appropriations. 


. Long-term receivables 


1987 1986 
(in thousands of 
dollars) 
Notes receivable from provincial utilities in respect of 
the financing of nuclear facilities (refer to Note 7 
for related debt) <ca)ae-aee  ee eee 600,219 623,559 


Contract receivables maturing through 1995 ........ Mes: 34,069 96,064 


Mortgages receivable and other............0..:cee Sse) S132 
639,811 724,755 
GunrentspontlOnkses et ett cece re cee eee areas 42,433 25,592 


597,378 699,163 


During the year, a major project was completed and the terms 
of payment of amounts still outstanding under the contract were 
re-negotiated. As a result, the related provision for contracts in 
progress and deferred revenue balances as at March 31, 1987 are 
reflected as an allowance against contract receivables. 


. Investment and deferred costs 


1987 1986 


(in thousands 
of dollars) 

Investment in Pickering | and 2 

The Corporation, Ontario Hydro, and the Province 

of Ontario are parties to an agreement for the con- 

struction and operation of Units 1 and 2 of the 

Pickering «A» nuclear generating station, with 

ownership of these units being vested in Ontario 

Hydro. Under the agreement, the Corporation is 

entitled to receive payments until the year 2001 

based on the net operational advantage of the 

power generated by Pickering Units | and 2 as 

compared with the coal-fired Lambton Units 1 and 

PN re eRe re oe ee 2c dailan anes tea eo 84,012 84,012 
Deferred costs 

Costs incurred in modifying non-corporation 

owned facilities for revenue-producing purposes 


and other deferred costs 23,640 26,268 


107,652 110,280 


Pickering Units 1 and 2 remain shut down for replacement of 
the pressure tubes and therefore the Corporation did not earn any 
revenue during the 1986 and 1987 years. As a result, no amortiza- 
tion of the investment was charged in either year. The reactors are 
currently scheduled to be back in operation in calendar 1987. 
Extension of the agreement beyond 2001 is currently being final- 
ized with Ontario Hydro due to the shutdown. 

Amortization of deferred costs for the year amounted to $1.5 
million (1986—$.5 million). 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1987—Continued 


ing policy, any such costs will be expensed when incurred. 

The closure of the heavy water plants at Glace Bay and Port 
Hawkesbury commenced July 1985 and is close to completion, 
with an estimated cost of $2.0 million for remaining work. 


6. Property, plant and equipment 7. Long-term debt 
1987 1986 1987 1986 
Government (in thousands of 
funding and dollars) 
accumulated Loans from Government of Canada 
Sort. epreciation net Ne To finance provincial utility nuclear facilities 
CUBR ES ROE) maturing through 2008 ciated interest rates 
Commercial operations varying from 6.687% to 9.706% (refer to Note 4 
Land and improve- fomrelatedirecciva bles) eee eer ete et ee $99,582 621,643 
ments eee 2,419 1,067 1352 1,587 To fi ak eats 
Buildings oc... 49,328 19,919 29,409 26,642 Sie eM athdy Ganbe Tae ENGR et oe Coase 
Machinery and maturing through 2003 at fixed interest rates 
arn Aen taudieee 39,787 19,673 20,114 20,866 Varying trom 4al 2s lontonlO°ome es een 25,964" 27,142 
91,534 40,659 50,875 49,095 Loans from third parties 
To finance the purchase of the Glace Bay heavy 
Research and develop- water plant, maturing through 1998 at an 
ment operations imputed interest rate Of 8.875% .o....ccccccccceccsccesees 23,352 24,284 
Land and improve- 648,898 673,069 
ments............ 9,689 9,689 Currentipontionh? (ee ete ae celia te wena by 26,353 24,171 
Buildings ' 67,690 64,958 2,732 2,860 622,545 648.898 
Reactors and equip- ee eee 
FUEL=)01 ss soon stne aaa eRS 240,350 240,350 
Construction in i i 
<a D 57,730 57.730 Loan repayments vere over the eae years are as fol- 
ows (millions of dollars): 1988—$26.4; 1989—$47.7; 1990— 
UECEM Me poem ne 500 $30.3; 1991—$32.9; 1992—$35.9; and subsequent to 1992— 
$475.7. 
Discontinued opera- , 
tions 8. Related party transactions 
Prototype reactors ..... 170,557 170,557 In addition to the transactions disclosed elsewhere in these 
Heavy water plants... 802,881 802,881 financial statements, the Corporation had the following transac- 
1,440,431 1,386,824 53,607 51,955 tions with the Government of Canada: 
we : : 1987 1986 
Depreciation of commercial property, plant and equipment for - 
the year ended March 31, 1987 amounted to $5.3 million (1986— ee 
$5.7 million). a 
Research and development property, plant and equipment ex- Repayment of loans and interest PIERS. settetesecen 81,358 134,757 
pensed during the year amounted to $20.1 million (1986— Payments to the Public Service Superannuation Plan. 12,748 14,526 
$17.9 million). In the normal course of business, the Corporation also enters 
The decommissioning of nuclear research and prototype facili- into various transactions with the Government of Canada, its 
ties is an integral part of the nuclear program. A program has agencies and other Crown corporations. 
been developed and implemented to bring the facilities to a safe- : 
storage mode as the initial stage of decommissioning. Currently, 9. Contingencies 
the Gentilly 1 and Douglas Point prototype reactors are on a safe- Certain claims against the corporation have arisen in the course 
keeping basis. The balance of the Douglas Point program is pro- of its medical products business and were pending at March 31, 
ceeding on target, with an estimated cost to complete of $3.2 mil- 1987. While the amount of any ultimate liability cannot be deter- 
lion. The future net decommissioning costs of nuclear research mined at this time, the outcome of these matters in the opinion of 
and prototype facilities cannot be quantified at this time due to management will have no material effect on the corporation’s 
the uncertainty as to the exact nature, timing and ultimate dis- financial position or results of operations. 
posal alternatives. In accordance with the Corporation’s account- ‘ : 
10. Supplementary information 


Incorporation 


Pursuant to the authority and powers of the Minister of Energy, 
Mines and Resources under the Atomic Energy Control Act, the 
corporation was incorporated in 1952 under the provisions of the 
Canada Corporations Act (and continued in 1977 under the provi- 
sions of the Canada Business Corporations Act) to develop the 
utilization of atomic energy for peaceful purposes. 


The corporation is a Schedule C Part I Crown corporation 
under the Financial Administration Act. The corporation is 
exempt from income taxes. 


Operations 


The operations of the corporation are reported in the Statement 
of Income as commercial operations, research and development 
operations, and discontinued operations. 


Commercial operations consist of nuclear power engineering 
and design, project management, operating plant support services, 
manufacturing and selling of medical and industrial radiation 
equipment and radioisotopes, and investments. 
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ATOMIC ENERGY OF CANADA LIMITED—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR END MARCH 31, 1987—Concluded 


Research and development operations consist of basic and 
applied nuclear research and development, and contract research 
and development services. 


Discontinued operations consist of placing and maintaining 
prototype reactors in a safe-storage mode as the initial stage of 
decommissioning, as well as the activities associated with closure 
and protection of the heavy water plants at Glace Bay, Port 
Hawkesbury and LaPrade. 


Insurance 


The corporation assumes substantially all risks pertaining to the 
assets and operations of research and development, and prototype 
reactors. Commercial assets and operations, as well as heavy 
water inventories, are insured to the extent considered appropri- 
ate. 


Sales agents’ remuneration 


Guidelines concerning the commercial practices of Crown cor- 
porations require disclosure of sales agents and the total remuner- 
ation paid to them during the year. 


Remuneration and expenses paid to the following sales agents 
and representatives in 1987, primarily with respect to commercial 
operations, aggregated $2.0 million (1986—$2.3 million): 

Alnor Instruments AB, Sweden; Aristons Ltd., Sri Lanka; B.C. 

Simeon Park, U.S.A.; Bio Nuclear Diagnostica Industria E. 

Comercio Ltda., Brazil; Companhio Brazileira De Radiologia, 

Brazil; ETS F.A. Kettaneh S.A., Lebanon; Eastronics Limited, 

Israel; Gammaster, B.V., The Netherlands; Gemed Sistemas 

Medicos C.A., Venezuela; General Machinery Company Ltda., 

Chile; General Medica De Columbia Ltda., Columbia; Hamco 

Commercial S.C.R.L. Lima, Peru; International General Elec- 

tric Co. (India) Ltd., India; Jardin Danby Ltd., Hong Kong; 

Korea General Trading Corporation, Republic of South Korea; 

Kostas Karayannis S.A., Greece; Marsman & Company Incor- 

porated, Philippines; Marubeni Corporation, Japan; Medtel Pty 

Limited, N.S.W. Australia; Mundinter, Portugal; Novelait 

(Medical) Limited, Hong Kong; Nuclital, s.r.l., Italy; Pacific 

Economic Development Corporation, U.S.A.; P.I.I., U.S.A.; 

P.T. Sanga Kencana International, Indonesia; Radiotherapy & 

Medical Systems Pty Ltd., Australia; Societa Lombarda Di 

Televisione s.r.l., Italy; Tecnologia Em Radiacao Ltda., Brazil; 

Tamathe s.r.]., Argentina; Tareq Company, Kuwait; Zelin Lim- 

ited, Pakistan. 
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SUMMARY PAGE 


BANK OF CANADA 


MANDATE 


The Bank of Canada is responsible for the formulation and implementation of monetary policy in Canada and acts as 
the government’s fiscal agent. The Bank has the sole right to issue currency intended for circulation in Canada and it 
fixes the percentage of the deposit liabilities of chartered banks which they must maintain as secondary reserves. It 
conducts open-market operations, buying or selling securities as, in its judgement, the progress of Canada’s economy 
requires. As fiscal agent, it handles the issue of securities of Canada and payment of related interest and principal; it 
also cashes and negotiates cheques drawn on the Receiver General. [t administers the Exchange Fund Account and 
acts as agent for the government’s operations in the foreign exchange market. 


BACKGROUND 


The Bank was created by its Act in 1934 as Canada’s central bank. 


CORPORATION DATA 


HEAD OFFICE 234 Wellington Street 
Ottawa, Ontario 
K1A 0G9 
STATUS Acts as the fiscal agent of the Government of Canada; is exempt 


from the provisions of Divisions I to IV of Part XII of the Finan- 
cial Administration Act. 


APPROPRIATE MINISTER The Honourable Michael Wilson, P.C., M.P. 
DEPARTMENT Finance 

YEAR AND MEANS 1934, by The Bank of Canada Act (R.S.C. 1970, B-2). 
OF INCORPORATION 

CHIEF EXECUTIVE J. W. Crow 

OFFICER 

AUDITOR Arthur Andersen & Co. and Ernst & Whinney. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 
mancnses pel ore depreciation wie needa a eae ee 143 135 118 110 


Note: This Financial Summary is cursory compared with that for any other corporation in this Report. This is 
appropriate because the nature of the operations of a central bank makes its financial statements unique in their 
import. For example: the Bank’s assets are mostly securities of Canada and its revenues are mostly the interest paid 
to it by Canada on those securities. Therefore, the substantial net income (1985, $1,880 million; 1986, $1,936 
million) which the Bank pays to Canada is simply completion of a circular flow of cash, diminished by the amount of 
the Bank’s operating expenses. 
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BANK OF CANADA 


AUDITORS’ REPORT 


We have examined the statement of assets and liabilities of the Bank 
of Canada as at December 31, 1986 and the statement of revenue and 
expense for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Bank as at December 31, 1986 and the results of its 
operations for the year then ended in accordance with the accompa- 
nying summary of significant accounting policies, applied on a basis 
consistent with that of the preceding year. 


Arthur Andersen & Co. 

Ernst & Whinney 
Ottawa, Canada 
January 15, 1987 


STATEMENT OF ASSETS AND LIABILITIES 
AS AT DECEMBER 31, 1986 

(with comparative figures for 1985) 

(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES 1986 1985 


Deposits payable in foreign currencies @apitalipardtupi(INotess) noes eee 5,000 5,000 
US Asdollars #3 we see ed oe oe 314,896 $33,581 Restefundi(Note:6)r ce ee eee 25,000 25,000 
Othercurrenciesica th Seo ee ee ee ee 8,159 35,723 INOtesiinccincula tion seer: se entre ee eee eee eee 17,911,360 16,671,992 

323,055 569,304 Deposits 

Advances to members of the Canadian Payments GovernmentiofiCanadavmm eee ee 48,647 313,416 
Association (Note.2) .crc.ucoecrnserece praca 867,531 3,468,756 Chartered banks ............esssssssssssssesssnesssssnsssnssssonsnen 2,446,039 2,201,122 

Investments—At amortized values (Note 3) Other members of the Canadian 
Treasury bills of Camada .o........:.cc:cscssssesssseeeseeeee 7,803,859 3,983,915 Payments Association «0... 241,211 205,528 
Other securities issued or guaranteed by Otheridepositsertw canes eres eres 1595132 168,238 

Canada maturing within three years................ 2,969,430 3,459,594 2,895,029 2,888,304 

Other securities issued or guaranteed by Liabilities payable in foreign currencies 
Canada not maturing within three years.......... 7,437,840 8,223,748 Governmentof@anad aera as seer eer 86,992 371,943 
Otheminvestments! 2 -<ts.ccr eee eee 1,024,157 2,633 C1 11S) Oisteentva et crn coe re em Se lean ee 27 Di) 
19,235,286 15,669,890 87,019 371,970 

Bank premisesi(Note4))nse, ee. eee eee eee 138,472 118,471 Bank of Canada cheques outstanding (Note 8)....... 1S Si 935,793 

Cheques drawn on members of the Canadian Pay- Otheriliabilities: (Noted) ee 9,956 236,531 
ments Association (Note 8) ...........cccccccceseeseree 767,344 

Accrued interest on investments .................:ccccce 323,363 345,224 

Collections and payments in process of settlement 
Government of Canada (net) (Note 8) ...0....0....... 145,771 

Otheniacsets eee on Se meet een ere 57,008 49,830 

20,944,715 21,134,590 20,944,715 21,134,590 

See accompanying notes to the financial statements. 

G. K. BOUEY 

Governor 


J. E.H. CONDER 
Chief Accountant 
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BANK OF CANADA—Continued 


STATEMENT OF REVENUE AND EXPENSE 
YEAR ENDED DECEMBER 31, 1986 

(with comparative figures for 1985) 

(in thousands of dollars) 


1986 1985 
Revenue 
Revenue from investments and other sources 
net of interest paid on deposits of $6,601 ($4,552 
TTL O85) :e BO eee So at. RRS EO Be Kees 2,092,189 2,027,447 
Expense 

Shilo cae beret ete le ee ea Spa i aR ree 62,234 57,018 
Contributions to pension and insurance funds”) ........ 7,040 8,073 
@thenistantiex DenSes ty eene eer eer eens 1,411 1,564 
DDIPCCLOTS pl COS ehtsiey ser ee nore ee Sah cath oan a seca Sees 109 70 
ATICItOLSeHCeS ANGIE XDENSCS teemetrare cs cerse serene ses teres 740 380 
Taxes—Miunicipal and business ...............ccceeee 8,161 7,496 
Banknotercostsiars eat eeee ean Roe Reet Aorta A 32,561 33,007 
Data processing and computer COStS..............:cc 5,745 5,142 
Premises maintenance—Net of rental income"™)........ 14,805 12,585 
Printing ot publicationseresr sea necesert cetewer teeter. 541 459 
Other printing and stationery .........0..... ces PES) 1,831 
Postage anGiexPhesSwem ees ter aetna acre ers 2,158 2,106 
MRelECOMMUNICALLONS see wimeeetere teen etree 1,574 1,817 
iMraveliandstattitransterseses eerste se etna 2,009 Dalley 
Othenexpensesie encore eee ees esse ears saree eee: 2,067 1,770 
143,274 135,430 
Depreciation on buildings and equipment................... 12,449 11,986 


S523 147,416 
Net revenue payable to Receiver General for Canada.. 1,936,466 1,880,031 


See accompanying notes to the financial statements. 

() Salaries include overtime and are for Bank staff other than those engaged in 
premises maintenance. The number of employee years worked by such staff 
(including temporary, part-time and overtime work) was 2,289 in 1986 com- 
pared with 2,215 in 1985. 

(2) Contributions to pension and insurance funds for Bank staff other than those 
engaged in premises maintenance. 

(3) Other staff expenses include retirement allowances and educational training 
costs. 

(4) Premises maintenance comprises building and equipment maintenance 
expenses including related staff costs. 
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NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Significant Accounting Policies 


The financial statements of the Bank conform to the disclosure 
and accounting requirements of the Bank of Canada Act and the 
Bank’s by-laws. The significant accounting policies of the Bank 
are: 


(a) Revenues and Expenses 


Revenues and expenses are accounted for on the accrual basis 
except for interest on advances to a bank ordered to be 
wound up where interest is recorded as received. 


(b) Investments 


Investments, consisting mainly of Government of Canada 
treasury bills and bonds, are recorded at cost adjusted for 
amortization of purchase discounts and premiums. The 
amortization as well as gains and losses on disposition are 
included in revenue. 


(c) Translation of Foreign Currencies 


Assets and liabilities in foreign currencies are translated to 
Canadian dollars at the rates of exchange prevailing at the 
year-end. Gains and losses from translation of, and transac- 
tions in, foreign currencies are included in revenue. 


(d) Bank Premises 


Bank premises, consisting of land, buildings and equipment, 
are recorded at cost less accumulated depreciation. Deprecia- 
tion is calculated on the declining balance method using the 
following annual rates: 


Buildings 5% 
Computer equipment 35% 
Other equipment 20% 


. Advances to Members of the Canadian Payments Association 


Advances as at December 31, 1986 include a total of 
$790,831,007 ($1,575,555,885 in 1985) provided to the Canadian 
Commercial Bank and the Northland Bank for which winding-up 
orders have been issued by the courts. The liquidators appointed 
by the courts were also appointed as agents of the Bank of 
Canada for the purpose of realizing on the loan portfolios held as 
security against the respective advances. 

To ensure the maximum return on the realization of the loan 
portfolios, the liquidations may extend over several years. On the 
basis of the information available at December 31, 1986, it is the 
opinion of the Bank of Canada that its advances will be fully 
repaid from the proceeds of the liquidations. 


. Investments 


Included are securities of the Government of Canada held 
under Purchase and Resale Agreements (PRA). As at December 
31, 1986 there were no securities held under PRA ($75,145,489 in 
1985). 
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BANK OF CANADA—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


4. Bank Premises 


1986 1985 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Land and buildings............. 138,572 53,820 84,752 63,200 
Computer equipment ......... 26,436 17,678 8,758 9,721 
Other equipment................. 34,964 20,411 14,553 13,112 
199,972 91,909 108,063 86,033 
Projects in progress ............ 30,409 30,409 32,438 
230,381 91,909 138,472 118,471 
. Capital 


The authorized capital of the Bank is $5,000,000 divided into 
100,000 shares of the par value of $50 each. The shares are fully 
paid and in accordance with the Bank of Canada Act have been 
issued to the Minister of Finance, who is holding them on behalf 
of Canada. 


. Rest Fund 


The rest fund was established by the Bank of Canada Act and 
represents the general reserve of the Bank. In accordance with the 
Act, the rest fund was accumulated out of net revenue until it 
reached the stipulated maximum amount of $25,000,000 in 1955. 
Subsequently all net revenues have been paid to the Receiver 
General for Canada. 


. Other Liabilities 


As at December 31, 1986, all net revenue for 1986 had been 
paid to the Receiver General for Canada. (In 1985, $230,031,132 
was paid subsequent to year-end). 


. Settlement of Daily Clearing of Cheques and Other Payment 


Items 


In response to a request from the Canadian Payments Associa- 
tion, the Bank of Canada took steps during 1986 to eliminate the 
effect of the one-day lag in the settlement of the daily clearing of 
cheques and other payment items among banks and other deposit- 
taking institutions. This change resulted in the elimination or sub- 
stantial reduction in payment items in process of settlement, as 
reflected in the relevant categories in the Statement of Assets and 
Liabilities. The corresponding figures for 1985 reflect a one-day 
lag in settlement. 


. Contingent Liabilities 


The Bank has agreed with the Bank for International Settle- 
ments to participate in an international initiative to provide credit 
facilities to the International Monetary Fund. The Bank’s poten- 
tial liability under this agreement, which expires in June 1988, is 
limited to the placing of deposits with the Bank for International 
Settlements, if required, to finance loans made under the facility. 
Pursuant to the agreement, the Bank is contingently liable in the 
amount of SDR 176,407,186 ($297,884,147 at the December 31, 
1986 exchange rate). 
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During 1986 the Bank of Canada also participated in an inter- 
national initiative to provide short-term credit facilities to the 
Banco de Mexico through the Bank for International Settlements. 
Under this arrangement, the Bank’s potential liability is limited to 
the placing of deposits with the Bank for International Settle- 
ments in the event that repayments due under the credit facility 
are not met. As at December 31, 1986, the Bank of Canada’s con- 
tingent liability on the principal amount outstanding under this 
arrangement was U.S. $16,356,635 ($22,580,334 at the Decem- 
ber 31, 1986 exchange rate); a repayment by the Banco de Mex- 
ico on January 5, 1987 reduced the Bank of Canada’s potential 
liability to U.S. $10,160,923 ($13,961,108 at the January 5, 1987 
exchange rate). 
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SUMMARY PAGE 


CANADA COUNCIL 


MANDATE 


To foster and promote the study, enjoyment and production of works in the arts; to coordinate UNESCO activities in 
Canada and Canadian participation in various UNESCO activities abroad. 


BACKGROUND 


The Council receives a parliamentary grant each year for its operations. As well, it has income from the $50 million 
Endowment Fund which was created by its Act and from monies and properties donated to the Council and 


administered as Special Funds. It is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHAIRMAN 


SHIEF EXECUTIVE 
OFFICER 


AUDITOR 


99 Metcalfe Street 

Ottawa, Ontario 

K1P 5V8 

— exempt from Divisions I to IV of Part XII of the Financial 
Administration Act; 

— not an agent of Her Majesty 

The Honourable Flora MacDonald, P.C., M.P. 


Communications 


1957, by the Canada Council Act (R.S.C. 1970, C-2) 


Maureen Forrester 


Peter Roberts 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


At the end of the period 


Assets — Endowment Account 
eS OPECIA HUNGS an cee 

Cash from Canada in the period 
BEEDUCOCLARV Nee es cack, eure 
me MOM-OUGSELATY. 5,-3.5, c.rcsenevse sides aye 
MS FErC VENUES os oss oured i dinisadahavoosiaohne 


1986-87 1985-86 1984-85 1983-84 


fies cranes tie iets 78 ace sh Gua Wi2 107.4 97.3 96.6 
PDR ae aera tale 2 ae 38.8 35.9 317 29.4 
ETI EPR AO Sy ee 85.5 74.2 72.6 65.6 
Oe ect: SEM TER Ce eT She nil nil nil nil 
eee em Re 9.6 LEG hes 10.8 
5D haces Cr See EAE tee 84.3 69.4 70.4 65.6 
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CANADA COUNCIL 
AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND THE 
MINISTER OF COMMUNICATIONS 


I have examined the balance sheets of the Endowment Account and 
Special Funds of the Canada Council as at March 31, 1987 and the 
statements of revenue and expenditure and equity of the Endowment 
Account and Special Funds and the statement of changes in financial 
position of the Endowment Account for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 12, 1987 


ENDOWMENT ACCOUNT 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


SSeS eee EEE ee 
Sn Ld 


ASSETS 1987 1986 LIABILITIES 1987 1986 
Cashtandishone-teqmidepositsam een rennet me 9,853 6,814 Banktovend tat t's. ct cigae eres eae ee re 3,828 
Accriediinterestc sete es ee ete ee ee 1,418 1,671 Grantspayable ir -ocatress stn ame eee ee eo iene rane 19,081 19,285 
ACCOUNTS EECEIVAD| Ce eee ate ae at ec 231 271 Accounts payable and accrued liabilities ....0000.00.0.0cccccc 1,649 762 
Prepaidiexpensescx4.2, Get cee et eo eS ee 239 693 Deterredicredits(Notei6)) == ee ee ee 392 985 
Investments; (Note) eemee eet ee tet nae 96,785 87,124 Dueto:SpecialiRindse 5 3 ee ee eee 2,483 2,245 
Equipment and leasehold improvements (Note 5)................ 1,470 809 Due to; speciall rustsi(INOtce) pean es eee 1,307 873 


IW onks Offa rtic nce ra con coat hee ee nent ec ete eee 11,249 10,327 Provision for employee termination benefits ......................... 799 1,049 


295593998 26u199 


EQUITY 
Fund capital 
Principal, established pursuant to Section 14 of the Act.. 50,000 50,000 
Accumulated net gains on disposal of investments ........... 26,121 13,850 
76,121 63,850 
cree Re ER tae 11,249 10,327 
87,370 74,177 


Contributed surplus—Works of art 


Surplus 
Appropilatedest.s 2° od ciel eres ee BE 2,700 2,300 
Winappropriated tees... cnc ta te tercs one enn ee ee 1,636 4,733 


4.336 7,033 @ 
91,706 81,210 @ 

121,245 107,409 121,245 107,409 | 
LLL 
Approved by the Council: | 


PETER BROWN 
Treasurer 


JACQUES LEFEBVRE 
Vice-Chairman 
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CANADA COUNCIL—Continued 
SPECIAL FUNDS 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


ASSETS 


Cash and short-term deposits 
PNCORICOMNLELOS En See mercer ene tanta creeatre ater eee 
mnivestments! (Note:4)h. «1a taaemeee a tear eee se 
Due from Endowment Account 


Approved by the Council: 


PETER BROWN 
Treasurer 


JACQUES LEFEBVRE 
Vice-Chairman 


1987 


2,845 
509 
32,961 
2,483 


38,798 


STATEMENT OF REVENUE AND EXPENDITURE 


OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


Revenue 
PATMAMIENtATY OTANLS mecrtcsr cee ren eens eee ee ee rae ee 
Interest and dividends 
PBB an karenitalel COSWe.ce Mitre ee teen ene see rear rare 
Cancelled grants, approved in previous years, and refunds. 


Expenditure 
Arts 
Grantstand'servicesjrec cet er eee eee ee a 
Administrations(Schedule))s sce een oho eye ee 
Works of art 


Generalradministration(schedvle)ine net ee 


Excess of revenue over expenditure (expenditure over reve- 
BIN OFC Osy CAN piercer arse eres tes fae casero ere nes eevee nare 


1987 


8,423 


7,145 
91,233 


741 
182 


923 
5,443 
97,599 


(2,697) 


1986 


3,077 
625 

29 9713 
2,245 


35,920 


1986 


74,244 
10,470 
670 
47] 


85,855 


68,441 
6,255 
811 


75,507 


838 
143 


981 
5,608 
82,096 


Shi, 


LIABILITIES 


Grants: payables Reem ee oases eee ceed cere aera 


EQUITY 


Fund capital 
Principal mtn tecunts senate nee ee eee aa 
Accumulated net gains on disposal of investments............... 


Surplus 


1987 


2355) 


30,484 
5,338 


35,822 
621 


36,443 
38,798 


41 


1986 


3,189 


30,256 
1,936 


32,192 
539 


32,731 
35,920 
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CANADA COUNCIL—Continued 


STATEMENT OF EQUITY OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


Contributed 


Fund capital surplus Surplus 
Accu- 
mulated 
net gains 
on disposal Total Total Total 
of invest- Shei whale eA ppro-su-sUnappro- 
Principal ments 1987 1986 1987 1986 priated priated 1987 1986 
Balance at beginning of the year ......... $0,000 13,850 63,850 59,586 10,327 9,516 2,300 4,733 7,033 3,274 
Net gains on disposal of investments ... L227 eT 4,264 
Works of art purchased during the 
(EN aarce te napa nena ea eeu cetes cena 922 811 
Increase in appropriated surplus .......... 400 (400) 
Excess of revenue over expenditure 
(expenditure over revenue) for the 
VCO ee ore eee eer eee (2,697) (2,697) 3,759 
Balance at end of the year .................... 50,000 26,121 76,121 63,850 11,249 10,327 2,700 1,636 4,336 7,033 


STATEMENT OF REVENUE, EXPENDITURE AND EQUITY OF THE SPECIAL FUNDS (NOTE 2) 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


i Ee 
oo eeeoooeeeeeeSESEEEEEEEeSQQQQQQQSQQQQQOOOOOSOOOOOOeeeaeaealaaaaaaa ee SS 


Izaak Killam Coburn 
Walton Special Frances John Fellow- Total 
Killam Scholar- Jean A. Molson Lynch- and J.P. B.C. Vida ship 
Memorial ship Chalmers Prize Staunton Barwick Watkins Peene Trust 1987 1986 
Revenue and expenditure 
Revenue 
Interest and dividends... 1,439 Lal 47 99 100 8 9 §2 i 2,974 Bs 
Expenditure 
Grants: See ea 1,029 908 42 100 156 52 2,287 2,547 
Administration.............. 166 204 3 4 Sil 300 
1,195 1,112 45 104 156 sy 2,664 2,847 
Excess of revenue over 
expenditure (expendi- 
ture over revenue) for 
theveatse e-genk he eres 244 99 2 (5 ) (56) 8 17 1 310 384 
EEE — ————————— 
Equity 
Fund capital 
Principal 
Balance at beginning 
Ob the. Calan LSS) 14,029 500 1,000 699 93 600 20 30,256 27,809 
Cashireceivediac....7, 2,187 
Net income capital- 
1ZEG a ee ee 127 101 228 260 
Balance at end of the 
VOT Meee en en 13,442 14,130 500 1,000 699 93 600 20 30,484 30,256 
Accumulated net gains 
on disposal of 
investments 
Balance at beginning 
Of theiyeareee ee 987 651 122 176 1,936 881 
Net gains on disposal 
of investments ...... 1,664 1,400 166 72 3,402 1,055 
Balance at end of the 
VCATeretee aero 2,651 2,051 288 348 5,338 1,936 
16,093 16,181 500 1,288 1,047 93 600 20 35,822 32,192 
Surplus 
Balance at beginning of 
Che Vea a ees 69 2 28 5 312 8 115 539 415 
Excess of revenue over 
expenditure (expen- 
diture over revenue) 
forthe year eae 244 99 vy (5S) (56) 8 17 1 310 384 
Net income capitalized (127) (101) (228) (260) 
Balance at end of the 
VGA Ty neta ee eee 186 30 256 16 132 1 621 539 


16,279 16,181 530 1,288 1,303 109 132 600 21 36,443 $2,713) 
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CANADA COUNCIL—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1987 

(in thousands of dollars) 


be merged with any assets of the Council’; and “in the event 
that the Canada Council should ever be liquidated or its 

1987 1986 ‘ 5 : 3 
—— existence terminated or its powers and authority changed so 


that it is no longer able to administer any Killam trust, the 


oie Heat Sebi om etal psn A OS assets forming any such Killam trust shall thereupon be paid 
regen) for the yeart*. cise nuqaeuieel tice well (2.697) 3,759 ONC TAL O? COL ISU TUN CESI LGN ie alee ad) benefited under 
Items not affecting cash the will. 
Depreciation and amortization ep ae a aati tes Sa Se LR 332 174 The cash and securities received and the proceeds have been 
Loss on disposal of CQUIPMENE 0... .eeseerceeecceeteeeecesneneneeen oT invested in a separate portfolio. 
Employeeterminationsbenehitsen nena tee eee ee. (250) 34 
(2,588) 3,967 (b) Killam Special Scholarship 
Decrease (increase) in accrued interest... 2538 (229) This fund was established by way of securities received from 
Decrease (increase) in accounts receivable... 40 (146) the late Mrs. Dorothy J. Killam. Dividends and proceeds 
gh sas aa ea in prepaid Bs sh nore ee 154 (93) from the redemption of those securities amounted to 
iiss Go a a eee ienan STILLS Se Ags wy $13,653,344. The net income from this fund is available to 
Increase (decrease) in deferred credits.......0...0..0cccccceeees (593) 543 provide fellowship ianisto Canadians for advanced study ae 
Increase in amount due to Special Funds and Special research in the fields of medicine, science and engineering at 
PR TUS (Ste eee etertare eee ara Ut vty the A 672 867 universities, hospitals, research or scientific institutions or 
Funds provided by (applied to) operation activities .............. (2,379) 6,227 other equivalent of similar institutions in Canada. 
. (c) Jean A. Chalmers 
nvestmen . 
Acquisition of equipment and leasehold improvements ...... (1,079) (717) An endowment of $500,000 in cash was received from Mrs. 
Proceeds on disposal of equipment...........c....ccs:ssssessssssveseeeee 59 Floyd S. Chalmers to establish a special Jean A. Chalmers 
InereascinuNVestMChism mer ttn eee eet er ee (9,661) (6,667) Fund for the crafts. In consultation with the Canadian Crafts 
Funds applied to investment activities ...0.0.0...cccecccccceesereeeeeee (10,681) (7,384) Council, the ee of the fund is used to provide a small 
Financing ————— number of special project grants for the development or 
Net gains on disposal of investments ..........0.0.0:ccccccceseeseeeeees 12,271 4,264 advancement of the crafts in Canada. 
Funds generated by financing activity ....0...0.0.0.0.ccccccscsseeeeeeeseeeee 12,271 4,264 (d) Molson Prize 
Saeed pepe eee he A ee rg ieee pixce oe Gifts of $1,000,000 were received from the Molson Founda- 
OC Can ae re fe tion for the establishment of the Molson Prize Fund. The 
Funds (cash, short-term deposits and bank overdraft) at end income of the fund is used for awarding cash prizes to 
Ofethe yearns: Se GAN. faye: mek cin! coors lite aie s 3 : f 4 
= cal Canadians “for outstanding achievement in the fields of the 
Arts, the Humanities or the Social Sciences that enriches the 
, cultural or intellectual heritage of Canada or contributes to 
NOTES TO FINANCIAL STATEMENTS me rae A ea is no restriction placed on the recipi- 
MARCH 31, 1987 ent as to the use of the prize. 
1. Authority and operations (c) Eynch-Staunton 


This fund was established by a bequest in cash of $699,066 
received from the estate of the late V.M. Lynch-Staunton, 
the income from which is available for the regular pro- 
grammes of the Council. 


The Canada Council was established by the Canada Council 
Act in 1957 which authorized the creation of an Endowment 
Fund of $50 million. Except for the annual parliamentary grant, 
monies or properties donated to the Council pursuant to Section 
20 of the Act are generally accounted for as Special Funds. The (f 
Council is not an agent of Her Majesty. Its objectives are to foster 
and promote the study, enjoyment and production of works, in the 


Frances Elizabeth Barwick and J.P. Barwick 


A bequest of $40,000 in cash was received from the estate of 
the late Mrs. Frances Elizabeth Barwick with the condition 


a 


gus: that ‘‘such bequest be applied for the benefit and encourage- 
2. Special funds ment of the arts”. A bequest of $53,000 was also received 
from the estate of J.P. Barwick “‘for the benefit of the musi- 
(a) Izaak Walton Killam Memorial cal division of the arts and for the encouragement of the 
A bequest of $12,339,615 in cash and securities was received musical arts”. The total fund is to be used for the benefit of 
from the estate of the late Mrs. Dorothy J. Killam for the the musical division. 
establishment of the Izaak Walton Killam Memorial Fund (g) Jonni Cowatkins 
for Advanced Studies “to provide scholarships for advanced Ap scayh ' ag) 
study or research at universities, hospitals, research or scien- This fund was established by a bequest consisting of the net 
tific institutes, or other equivalent or similar institutions both income from the residue of the estate of the late John B.C. 
in Canada and in other countries in any field of study or Watkins to provide scholarships for postgraduate studies in 
research other than the ‘arts’ as presently defined in the specified countries. 
Canada Council Act and not limited to the ‘humanities and (h) Vida Peene 


social sciences’ referred to in such Act.” , j : 
This fund was established by a bequest in cash of $599,761 


received from the late Vida Peene to provide payments to 
specified organizations. 


The bequest contains the following provisions: “the Fund 
shall not form part of the Endowment Account or otherwise 


44 


CANADA COUNCIL—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


(i) Funds will eventually be received from the following 


bequests: 


(a) Edith Davis Webb 
This fund, estimated at $400,000, is intended “for the 
purpose of making grants or establishing scholarships 
for musical study in such manner as the Council shall 
determine”. 


(b) Coburn Fellowship Trust 
This fund, the amount of which cannot be determined 
at this time, is to provide for exchanges of scholars 
between Israel and Canada. It consists of an amount of 
$100 from Kathleen Coburn to establish this fund as 
well as a $20,000 donation received from F.E. Coburn. 


3. Significant accounting policies 


(a) Investments 


(b 


a 


(c) 


(d) 


(f 


(g 


(h 


— 


—_ 


) 


—m 


Bonds, debentures, equities and mortgages are recorded at 
cost. The portfolios of two Special Funds (Molson Prize and 
Lynch-Staunton) are merged with the Endowment Account. 
The participation of each fund was calculated on the basis of 
market value. Interest, dividends, gains and losses on disposal 
of investments are allocated to each fund based on the per- 
centages established at the beginning of each quarter. 


Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at cost 
and depreciated over their estimated useful lives on the 
straight-line method, as follows: 


Equipment 3 to 5 years 
Leasehold improvements term of the lease 
(maximum 10 years) 


Works of art 
Works of art are recorded at cost. 


Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided for under the Council’s policy and conditions of 
employment. The cost of these benefits is expensed in the 
year in which they are earned. 


Gains and losses on disposal of investments 


Pursuant to subsection 19(2) of the Act, net gains on disposal 
of investments are credited to the fund capital. Net losses on 
disposal of investments are charged against this account to 
the extent of the balance available therein. In the event that 
losses exceed the balance available in the account, the excess 
is recorded as an expenditure in the year of realization. 


Contributed surplus 


Amounts paid during the year for the purchase of works of 
art are expensed. Such purchases are then capitalized as con- 
tributed surplus—Works of art and no depreciation is 
recorded. 


Appropriated surplus 


The Council has established a reserve to reduce the erosion of 
value of the original endowment due to inflation. Any 
changes in this account are approved by the Council. 


Capitalization of net income of Special Funds 


The Council capitalizes 10% of the revenue less administra- 
tion expenditure of the Izaak Walton Killam Memorial Fund 
for Advanced Studies and the Killam Special Scholarship 
Fund, in accordance with advice received from the trustees of 
these Funds in order to preserve the equity of these Funds for 
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future beneficiaries. However, for the purposes of the Funds, 
the Council reserves the right to draw at any time on the 
accumulated net income capitalized. 


(i) Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The 
employees and the Council contribute equally to the cost of 
the Plan. This contribution represents the total liability of the 


Council. 
G) Grants 
Grants approved by the Council are recorded as expenditure 
in the year determined by the Treasurer in consultation with 
the Arts Division. Cancelled grants, approved in previous 
years, and refunds are shown as revenue in the Endowment 
Account. For Special Funds, such items are deducted from 
the grants expenditure. 
. Investments 
1987 1986 
Market Market 
Cost value Cost value 


(in thousands of dollars) 


Endowment Account 


EQUITIES nares enchants Sul iy 68,336 30,612 48,507 
Bonds and debentures......... 43,323 49,021 53,844 60,750 
Mortgagese cc. cos 2,345 2,207 2,668 2,464 


96,785 119,564 87,124 111,721 


Special Funds 


Bonds and debentures......... 18,700 20,084 18,718 21,084 
IE Quitiests 1.2 eeeee ee 13,916 20,472 10,867 16,182 
INORG aS eSte eens eae 345 270 388 298 


32,961 40,826 29:98 37,564 


. Equipment and leasehold improvements 


1987 1986 
Accu- 
mulated 
deprecia- 
tion and Net Net 
amor- book book 
Cost tization value value 
(in thousands of dollars) 
Equipmentweei seem oes 1,230 491 739 505 
Leasehold improvements ........ 841 110 731 304 
2,071 601 1,470 809 
. Deferred credits 
1987 1986 
(in thousands 
of dollars) 
Deferred revenue—Art Bank..........0...:.cccssccecesestecceeseeeeneneves 212 244 
Canadian Commission. for WNESCO? no gic ane 180 232 
Deferred rent:..................- Palio ld PERE ERE IPF 509 
392 985 


The deferred credit amount from the Canadian Commission for | 
UNESCO represents funds received for specific programs for | 
which expenditures have not yet been incurred | 
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CANADA COUNCIL—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


7. Due to Special Trust 


These funds have been accounted for separately due to special 
conditions related to the donations. 


(i) Glenn Gould Prize Fund 


The Council received $475,113 from the Glenn Gould 
Memorial Foundation to provide a prize of $50,000 every 
three years (funds permitting) to an outstanding individual 
for his/her original contribution in the field of Music and 
Communications. Since inception, the fund has earned 
$76,767, and has received a further advance of $50,000, and 
the balance stood at $601,880 at March 31, 1987. 


(ii) Joseph S. Stauffer Fund 


The Council received $350,000 from the Estate of Joseph S. 
Stauffer, the income from which is to provide prizes to 
encourage promising young Canadians in the fields of music, 
visual arts and literature. Since inception, the fund has 
earned $51,140, and the balance stood at $401,140 at March 
31, 1987. 


(iii) The Duke and Duchess of York Prize in Photography 


During the year, the Government of Canada endowed 
$170,000 to Council as a wedding gift to The Duke and 
Duchess of York. The income from this endowment is to be 
used to provide an annual scholarship to a professional artist 
for personal creative work or advanced study in photography. 
The endowment earned $1,860 during the year and the value 
of the endowment was $171,860 at March 31, 1987. 


(iv) The Gershon Iskowitz Prize 


The Gershon Iskowitz Foundation has created the Gershon 
Iskowitz Prize to be administered and awarded by Council 
every two years to a mature, successful professional 
Canadian artist for personal creative work or continuing 
research in visual arts. During the year, The Gershon Isko- 
witz Foundation donated $29,750 to Council to cover the 
prize and its administration. As at March 31, 1987, the bal- 
ance stood at $2,791. 


(v) Visiting Foreign Artists Program 


The Visiting Foreign Artists Program is administered by the 
Arts Awards Service of the Canada Council on behalf of the 
Department of External Affairs. It is a residency program 
through which professional Canadian organizations receive 
assistance to invite distinguished foreign artists from any 
country outside Canada for periods ranging from two weeks 
to four months. As at March 31, 1987, the balance stood at 
$128,908. 


8. Lease commitments 


The Council is a party to long-term leases in respect to rental 
accommodation. The aggregate minimum annual rental is as 


follows: 
(in 
thousands 
of 
dollars) 
LORS ener eR ee: Fae eee ots eee Meee Aree 1,511 
I SO ee is eee Rae Ly Nir: re ta eect ed ete tn iTS y2)| 
MS Oe sascassny src: Mee ete Mee eA eae CT ee Si ieei 1527 
(REE S paees Ce eee te cee ee ere ae. 1,430 
|S eke EDR «Do EP WEE MEE AES CE DELOER inl AON Aan EE MOET A, | 1,410 


9. Comparative figures 


Certain of the comparative figures have been reclassified to 


conform to the current year’s presentation. 
IR aE SO a 


SCHEDULE OF ADMINISTRATION EXPENDITURE 


OF THE ENDOWMENT ACCOUNT 


FOR THE YEAR ENDED MARCH 31, 1987 


(in thousands of dollars) 


Salatiesvecee yee: 
Employee benefits........ 
Staffitravelesw see aes 
Office accommodation 
Communications .......... 
Informaticsce est 
Depreciation and 
amortization ............. 
Office expenses and 
CQUIpPmMen tamer 
Printing, publications 
and duplicating......... 
Investment portfolio 
management............. 
Council boards’ 
expenses __ including 
members’ honoraria. 
Professional and spe- 
ClalSeRVICeES eae es 
Miscellaneous............... 


Arts 


4,811 
454 
693 
178 
435 

14 


42 
46 


185 


Cana- 


dian 


Commis- 
sion for 
UNESCO _ General 


2,741 
285 
82 
608 
160 
321 


290 


262 


Total 


1987 


8,026 
787 
833 
786 
632 
342 


332 
318 
317 


300 


285 


279 
92 


13,329 
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1986 


8,041 
1,055 
720 
773 
521 
210 


174 
203 
283 


199 


218 


ype) 
79 


12,701 
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CANADA DEPOSIT INSURANCE CORPORATION 


MANDATE 


To provide limited insurance in respect of deposits with federal institutions (banks, trust and loan companies) and 
approved provincial institutions (trust and loan companies). 


BACKGROUND 


The corporation was established by the Canada Deposit Insurance Corporation Act in 1967. Member institutions pay 
annual premiums to the Deposit Insurance Fund to meet depositors’ claims. However, recent payments to depositors 
of insolvent financial institutions have caused this fund to have a net deficit position. 


CORPORATION DATA 
HEAD OFFICE 320 Queen Street 

P.O. Box 2340, Station D 
Ottawa, Ontario 

K1P 5WS5 

STATUS — Schedule C, Part I 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas Hockin, P.C., M.P., 
Minister of State for Finance. 


DEPARTMENT 


YEAR AND MEANS 


Finance 


1967; by The Canada Deposit Insurance Corporation Act (R.S.C. 


OF INCORPORATION 1970, C-3, as amended). 
CHIEF EXECUTIVE Charles C. de Léry 

OFFICER 

CHAIRMAN Ronald McKinlay 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 
(restated) 
At the end of the year 
TotaltA ssetsxl lieth hiebet 2 stete 3h setter Se ere OF... .. 1,530 1,676 830 Last 
Obligations tothe private'sector fen. ee eee ts 1,034 9% 805 
Oblivdtidns to Canada caccc tcc espe oer nase eaoadh ieee 965 956 nil 30 
EquitwotsGarnada Set scans ml Senin) Vie 0a) eee eee: (1,245) (12235) (827) (332) 
Cash from Canada in the year 
= bid perryrt ae Os rah Sy atlont PTT SUN SR TUE RY oct nil nil nil nil 
=i NOM OUP C CTL NEU cstctin cee eamieneny ate ee cree ee 16 956 (30) 30 


* Represents deficiency in the Insurance Fund. 
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CANADA DEPOSIT INSURANCE CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FINANCE 


I have examined the balance sheet of the Canada Deposit Insurance 
Corporation as at December 31, 1986 and the statements of invest- 
ment and administrative operations, deposit insurance fund and 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, after giving retroactive effect to the change in accounting 
policy as described in Note 3 to the financial statements, on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Deposit Insurance Corporation Act and the by-laws of the Corpora- 
tion. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 8, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


S$. Tee i earner — 


ASSETS 1986 1985 LIABILITIES 1986 1985 

Treasury bills and term deposits ...........ccccccccscceseeseesesseses 63,251 64,191 Banksinde bted nessreemmames teenie enna 840 10,532 

Premiums and other accounts receivable ............cc0000.00.. 8,688 16,951 ACCOUNTS payablesmenmmeeene ters ia 3,982 2,626 

sncomeitaxes recoverableseen te ee 44,025 Accrued liability (Note 6b) 0.0.0... cccccsssseccesssesesesss 275,000 

DMOTLDA BES Mom eA om matant er. cles meth! CASTE a 747 1,039 Due to member institutions...0..00.00.00.0.ccccccceeeeee 27,647 

Loans to member institutions (Note 4) ......cccccccccccscccese 497,414 500,062 Loans from member institutions.......0..0..0.0cccc00.. 1,001,044 995,895 

Claims in respect of insured deposits (Note 5)............... 959,324 1,049,895 Loans from Consolidated Revenue Fund 

Furniture, equipment and leasehold improvements ....... $84 206 CONGUE 7)) Aone eee tes orci ain one by ak de 965,212 956,211 
2,246,078 1,992,911 

General provision for loss (Note 8) ........ccc0c000000... 529,215 918,836 

2,775,293 2,911,747 


DEPOSIT INSURANCE FUND 
Defictencyatiyeaend sas: sateen (1,245,285) (1,235,378) 


1,530,008 1,676,369 1,530,008 1,676,369 
: 


Approved by the Board: 


R. McKINLAY 
Chairman 


R.M. HAMMOND 


Director 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


STATEMENT OF INVESTMENT 


AND ADMINISTRATIVE OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) 


Interest revenue 


WnCOME-taXineCOVERY eee tee ee eee ne 
Treasury ‘bills sce csacceeeeceaceiaeaers tee seaees ate stoncene case 
Othent sere eee ee ree a ciaeer re Ree 


Expenses 


Inspectionrand othericesn ee ertena eee ee 
General, administrative and other .....................0006 
Salaries and employee benefits .........0... ccc 


Net earnings (loss) from investment and administra- 
tive Operations cms. cemeteries 


1986 


5,640 
2,859 
134 


8,633 


S, Lol 
1,112 
1,432 


7,735 


898 


STATEMENT OF DEPOSIT INSURANCE FUND 
FOR THE YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) 


Deficiencys beginning of yeare.....21.sccrncerene 


Insurance operations 
Pir ermumss Sere toe estos eerste te mere es cece celee ces 


Costofi guaranteesi(INOte:6) seen cee ene: 
Interest on loans from member institutions ......... 
Interest—Consolidated Revenue Fund ................ 
Interest in respect of insured deposits................... 
Provistomel orlossi(keversal) secectsecarcesscrernte terres 


Deficiency from insurance operations for the year.. 
Deficiency before net earnings (loss) from invest- 
ment and administrative operations...................... 
Net earnings (loss) from investment and adminis- 
trativeroperations! eee aes tee ec ce yt 


Deticiencys endiolivearer ot. ee ee ees 


1986 


1,235,378 


216,792 
109,553 
90 


326,435 


475,000 
108,859 
82,820 
561 
(330,000) 


337,240 
10,805 


1,246,183 


898 
1,245,285 


1985 
(restated) 


3,835 
256 


4,091 


5,254 
1,008 
709 


6,971 


(2,880) 


1985 
(restated) 


826,787 


57,876 
105,629 
3,934 


167,439 


108,606 
35,101 
9,443 
420,000 


573,150 
405,711 


1,232,498 


(2,880) 
1,235,378 


(in thousands of dollars) 


Cash provided by (used in) Investment and 
Administrative Operations 
INntereStmrevVenUCmerscce cee Perec nacre 
Inspectiontandtothettces seme ete 
General, administrative and other ................000. 
Salaries and employee benefits |... 
IncomejtaxgrecOVeny2. ters sence ae ee ee 
Purchase of furniture, equipment and leasehold 
TINPLOV EMMONS ers nrc eter ees 


Cash provided by (used in) Insurance Activities 
PreOMitmnS ee ens erases occ aetna 
Cost of euarantees neta ens cria enn eee 
Payment of claims in respect of insured deposits 
Recoveries of claims in respect of insured depos- 


Interest on loans to member institutions .............. 
Interest in respect of insured deposits................... 
Realization tamOrtea lesen etme ete re 
Interest OnuMOnt gages neces en erie 
Interest—Consolidated Revenue Fund ................ 
Repayment of due to member institutions ........... 
Loans to member institutions ...........0.00cccccee 
Repayment of loans to member institutions ........ 
Quebec sales tax on insurance premium.............. 


Non-cash Insurance Activities 
Loans to member institutions............0.....0:0:c0008 
Recoveries of claims in respect of insured depos- 


Cash provided by (used in) Financing Activities 
Loans from Consolidated Revenue Fund ............ 
Repayment of loans from Consolidated Revenue 

Bund ix.cgee oir etic isdet eer eee eee eee 


Non-cash Financing Activities 

Loans from member institutions ...........0.....00006 
Increasei(decrease)iinicas hues ere eee 
Cash balance at beginning of year... cece 


Gashibalanceavendtoteyecatees we snes 


Cash is comprised of 
Treasury bilis;anditerm/ deposits... -cccscse sess 
Bankindebted ness ijm.caacs-utn enema 


1986 


8,601 
(6,275) 
(1,133) 
(1,421) 

44,025 


(470) 
43,327 


219,054 
(200,000) 
(97,933) 


(90,271) 
(27,647) 
(29,076) 
23,033 
1,023 


(51,028) 


(28,197) 


23,048 
(5,149) 


260,000 


(243,547) 
16,453 


5,149 


8,752 
53,659 
62,411 


63,251 
(840) 
62,411 


1985 


4,084 
(4,199) 
(908) 
(666) 


(88) 
(1,777) 


66,823 
(1,029,047) 


120,252 
6,758 

(9,443) 
1,329 
188 

(13,877) 


(81,361) 
900 
187 


(937,291) 


(81,984) 


40,000 
(41,984) 


935,000 


935,000 


41,984 


(4,068) 
SAL 


53,659 


64,191 
(10,532) 
53,659 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and objective investment and administrative operations. Since the transactions 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the Act). It is a Crown cor- 
poration named in Schedule C Part I of the Financial Administra- 
tion Act. 

The Corporation’s principal objective is to provide insurance on 
deposits with member institutions (banks, and federal and provin- 
cial trust and loan companies) up to $60,000 per depositor per 
institution. Section 11 of the Act empowers the Corporation to 
take such action as it deems necessary to fulfill its mandate 
including the right to acquire assets from, or advance funds to 
member institutions to reduce or avert a threatened loss to the 
Corporation. 


. Accounting policies 
Basis of preparation 


These financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. 

These financial statements do not reflect the assets, liabilities 
and operations of member institutions whose operations the Cor- 
poration is financing in order to secure an orderly wind down. 

The more significant policies adopted are set out below. 


Premium recognition 


Premiums are based on insured deposits accepted by member 
institutions as at April 30 of each year and are collectible in two 
equal installments on June 30 and December 31 of the year. Pre- 
miums are recognized when assessed. 


General provision for loss 


The general provision for loss reflects the Corporation’s best 
estimate of losses in respect of member institutions against which 
the Corporation has or is certain to have a financial claim. This 
estimate includes consideration of losses expected in respect of 
claims arising from payments made to insured depositors, loans to 
member institutions and operations for the duration of the wind 
down period of member institutions under management by agents. 

The general provision for loss is reduced by identified losses on 
loans to member institutions or claims in respect of insured depos- 
its. 

The general provision for loss does not include an estimated 
contingent liability for potential claims of depositors of any mem- 
ber institutions not specifically identified as being in difficulty as 
such claims would be impossible to estimate. 


Loans to Member Institutions and Claims in Respect of Insured 
Deposits 

Loans to member institutions and claims in respect of insured 
deposits are reported net of identified losses. 


Interest recognition 


The Corporation charges interest on loans advanced directly or 
indirectly to member institutions that are operating under agency 
agreements. It ceases to charge interest when a member institu- 
tion is placed in liquidation. It charges interest on other loans in 
accordance with the terms of the specific loan agreements. 
Accrued interest is included on the balance sheet as part of “loans 
to member institutions”. 


. Change in accounting policy 


During the year, the Corporation changed its method of 
accounting for interest receipts and payments. In prior years, 
interest receipts on insured deposits and mortgages and interest 
payments on loans from the Consolidated Revenue Fund and in 
respect of insured deposits were included in the statement of 


giving rise to these receipts and payments were made for the ben- 
efit of member institutions, the Corporation has decided to 
include the resulting interest receipts and payments in the state- 
ment of deposit insurance fund. This change has been applied 
retroactively. The effect of this change has been to reduce the loss 
from investment and administrative operations and to increase the 
deficiency from insurance operations by $83.3 million for 1986 
(1985—$39.7 million). 


. Loans to member institutions 


Certain member institutions that have experienced financial 
difficulties have been placed under the control of regulatory 
authorities. In accordance with Section 11 of the CDIC Act, the 
Corporation entered into agency agreements with other member 
institutions (agents) to ensure that the respective operations of 
institutions experiencing financial difficulties, would be wound 
down in an orderly fashion over a five year term with a majority 
of these agreements terminating in 1988. The liabilities and oper- 
ations of these companies are being financed on a continuing basis 
by way of direct loans or by the respective agents providing loans 
on behalf of the Corporation. The Corporation has also made 
direct loans to other member institutions experiencing financial 
difficulties. 

As at December 31, 1986, direct loans or loans made by agents 
on behalf of the Corporation were as follows: 


Member institutions 


under agency Total Total 
agreements Direct By agents 1986 1985 
(in thousands of dollars) 
CCB Mortgage 
Investment Corpo- 
Tations sane tone 50,936 50,936 47,929 
Crown Trust Com- 
Danvers ee 211,117 211,117 235,500 
District Trust Com- 
panyinieyere. 2.3 14,510 14,510 7,840 
Fidelity Trust Com- 
Danlyihekd cece ees 47,481 365,189 412,670 360,131 
Greymac Mortgage 
Corporation. ............ 68,189 61,600 129,789 113,738 


Greymac Trust Com- 
Dany. ecrcene ome heer. 50,131 151,250 201,381 196,470 


216,737 803,666 1,020,403 961,608 


a 


In liquidation 


Amic Mortgage 
Investment Corpo- 
NavlOne ee 933 
Canadian Commer- 
ClaleBankee ae te 75,000 
Seaway Mortgage 
Corporation ............ $4,135 54,135 76,234 
Seaway Trust Com- 
pany... ..eetee.. 132,501 132,501 137,451 
186,636 186,636 289,618 
Other 
Bank of _ British 
Columbian. te 3,200 3,200 
21 93 eno 0 302 12105239 1,251,226 
Identified losses.......... 175,840 536,985 712,825 751,164 


Balancemme ere 44,097 453,317 497,414 500,062 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


The Corporation has registered a floating charge on all the 7. Loans from consolidated revenue fund 
assets of member institutions Bie he itove A aaa fis as security With the approval of the Governor in Council, the Corporation 
for the loans. During the term of the agreements, the agents are can borrow up to $1.5 billion from the Consolidated Revenue 
paying all liabilities on maturity and are disposing of the assets in Fund. Bill C-42 was tabled in the House of Commons on March 
CVO Pg SE Bee The assets of these member insti- 3, 1987 and when enacted, will increase the Corporation’s borrow- 
tutions consist primarily of mortgages and real estate. The ulti- ing authority to $3 billion. 
mate realization of these assets is dependent on the state of i 
economy, interest rate levels and the real estate market. 8. General provision for loss 
5. Claims in respect of insured deposits war 986 Hrvstegnt 9825 18 
; srt ss haat , (in thousands 
When the Corporation pays a depositor's claim it acquires a of dollars) 
subrogation of the rights and interest of the depositor as against iy. 
the assets of the member institution. The Corporation’s claims in Balance, beginning Of year... eee 918,836 676,569 
; : ; Provision for loss (reversal) ...........:::c: sees (330,000) 420,000 
respect of payments to insured depositors of the following member rar Tae 
institutions are identified below: fie : etl 
Less identified losses 
1286 1985 Loans to member institutions...............0:0 36,661 177,733 
(in thousands Claims in respect of insured deposits...............-. 22,960 
of dollars) 59,621 Lie 33 
Amic Mortgage Investment Corporation.............-. 22,791 22,768 Balance, ending of year ...........:cceeeete 529,215 918,836 
Astra Trust Company ..........::::cseseeeereiserrtes 339 339 ——— 
Canadian Commercial Bank.............::0:ee 276,836 277,000 : ; : f th 
Columbia Trust Company.........0::::seeerees 84,309 The Corporation has not taken into account any estimate 0 the 
Continental Trust Company .........0::eeeere 41,008 113,901 taxes payable by member institutions In arriving at its potential 
Tondon leoan Limited scc.eeeeecee terete ennc 23,854 23,854 recoveries of claims in respect of insured depositors, and accord- 
Northguard Mortgage Corporation .......-...:05 27,634 27,552 ingly the general provision for loss. In a Notice of Ways and 
Northland Baker cececaa reskin vemsouaeesneasunensermrsassaad 317,503 316,083 Means Motion tabled in the House of Commons by the Minister 
Pioneer Trust Company..........::::c:c:ccsrtereee ies Vases of Finance February 18, 1987, amendments to the Income Tax 
Seaway Urust, COMPANY saan e a aie es ee Act are proposed which will eliminate anomalies which may resul 
Western Capital Trust Company ............00: es 19,321 42,321 : : elones, pon agent gee ; 
583.384 1,049,895 in double taxation of a member institution in liquidation ir 
i , ae respect of amounts paid by the Corporation to insured depositor: 
Identified losses ............-:cscesesceseeteteesereseeeeseeeneneenes 22,960 éeensdnsticition 
959,324 1,049,895 : 
———_—$———— : 
9. Contingent liabilities 
6. Cost of guarantees The Corporation is a defendant in a number of judicial action: 
(a) The Corporation, under the general powers of Section 11 of Sete out of the eONe US i insolvency pEvaEous member institd 
re tions. The Corporation does not believe it has any liability as 
the CDIC Act, made a payment of $200 million to The ; : 
. : : result of these actions and has therefore not provided for am 
Hongkong and Shanghai Banking Corporation for purposes Benen elaine 
of reducing a risk or averting a threatened loss to the Corpo- P : 
ration. In exchange for this payment, the Hongkong Bank of 10. Income taxes 


Canada assumed substantially all of the assets and obliga- 
tions of the Bank of British Columbia and The Hongkong 
and Shanghai Banking Corporation provided the Corporation 
with a number of undertakings, the most significant of which 
is the guarantee of the deposit liabilities of the Hongkong 
Bank of Canada, including those deposit liabilities acquired 
by the Hongkong Bank of Canada from the Bank of British 


The Corporation is subject to federal income taxes although | 
is not subject to taxation on premiums assessed and may not tak 
a deduction for claims paid. 

The Corporation has available losses which can be carried for 
ward to reduce future years’ earnings otherwise subject to taxé 
tion. Such losses total $158 million and expire as follows: 


Columbia. Taxation Expiry 
year date Amount 
(b) Subsequent to year end, the Corporation entered into an 1984 POOP el Aan Ao 33,000,000 
agreement (“North West Trust Company Rehabilitation 1985 (GOD RMON En) 3c 62,000,000 
Agreement”) whereby it agreed to make a loan in the 1986 1993. 22thhs OL eee 63,000,000 
amount of $275 million to the North West Trust Company, a 158,000,000 


member institution. The right to repayment of this loan will 
be assigned to the Province of Alberta. In exchange, the 
Province agrees to indemnify the Corporation for any loss 
occurring by reason of its obligation to make payment under 
a policy of deposit insurance. This loan will not be repaid to 
the Corporation; therefore, it has been charged to the deposit 
‘nsurance fund rather than recorded as an asset. These finan- 
cial statements reflect the related liability. 


=—— 
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CANADA DEPOSIT INSURANCE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


11. Deposit insurance fund deficiency 


The Corporation is currently assessing premiums at the max- 
imum rate of 1 /10 of 1% of the insured deposits as allowed by law 
which is due to expire on April 30, 1987. Bill C-42 was tabled in 
the House of Commons on March 3, 1987 and when enacted, will 
provide the authority, with Governor in Council approval, to set 
the premium rate to a maximum of '/ of 1% of the insured depos- 
its. 


12. Insured deposits 


Deposits insured by the Corporation, on the basis of returns 
received from member institutions, as at April 30, 1986 and 1985 
were as follows: 


1986 1985 

(in billions 

of dollars) 

medcralMnstitutionsw.. cook oe aes. COR tit Chatters. 173 160 
Provincialiinstitutions wi. orl svteliogies .- . 15 14 
188 174 


13. Long-term operating lease commitments 


The following is a schedule of future minimum lease payments 
for premises expiring in 1991. 


Year Ending December 31 Amount 
UCL fe Bis: Sener at Oa et Oe Se RN eS een 422,434 
LSJ RS, Aaah es i es ae a eo UE RO 436,406 
OR OR ne emer a awa SU cee eA ee eee 436,406 
OOO re ee een Ow. nk ue pee ee Me 436,406 
A Nec eater npn deka Lek ical he tt Beheaded Lira tha! Le 213,767 


1,945,419 


14. Comparative figures 


Certain of the 1985 figures have been reclassified so as to con- 
form with the presentation adopted for 1986, as follows: 


(a) Loans to member institutions have been increased and claims 
in respect of insured deposits decreased by $47,929,000 to 
reflect the reclassification of the amount receivable from 
CCB Mortgage Investment Corporation. 


(b 


—S 


Loans to member institutions have been increased and claims 
in respect of insured deposits decreased by $40,000,000 to 
record a change in the application of amounts recovered from 
Seaway Trust Company. 


(c) Comparative figures in the statement of changes in financial 
position have been restated to give effect to the changes 
required by the Canadian Institute of Chartered Accountants 
in the presentation of such statements. 


(d) Other comparative figures have been restated as explained in 
Note 3. 


I 
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SUMMARY PAGE 


CANADA DEVELOPMENT INVESTMENT CORPORATION 
MANDATE 


To privatize its holdings while gaining a fair return for Canada in the process and, in the interim, to ensure that its 
subsidiaries are managed in a sound commercial manner. 


BACKGROUND 


CDIC was incorporated in 1982 to hold and manage enterprises and investments assigned to it by the federal 
government, and to divest those enterprises and investments when commercially feasible. Investments currently 
owned by CDIC, or assigned to it for management are Eldorado Nuclear Limited, Varity Corporation and Massey 
Combines Corporation. Divestitures include: the sale of The de Havilland Aircraft of Canada, Limited to the Boeing 
Company on January 31, 1986; the sale of Canadair Limited to Bombardier Inc. on December 23, 1986; the public 
sale of 21.8 million shares of Canada’s equity holdings of 30.7 million shares in Canada Development Corporation; 
and the sale of the assets and operations of Teleglobe Canada to Memotec Data Inc. on April 3, 1987. 


CORPORATION DATA 


HEAD OFFICE Suite 4520 
1 First Canadian Place 
Toronto, Ontario 


MSX 1A4 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Barbara McDougall, P.C., M.P. 
Minister of State (Privatization) 
YEAR AND MEANS 1982; by Canada Development Corporation under the Canada 
OF INCORPORATION Business Corporations Act. Letters patent, May 26, 1982 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN W. Darcy McKeough 
AUDITOR Peat, Marwick, Mitchell & Co. and the 


Auditor General of Canada 
FINANCIAL SUMMARY (§ million) The financial year ends December 31. 


9 months to 
1986 1985 1984 Dec. 31, 1983 
(as restated) 
At the end of the period 


Wota bissekstaes ato tere Pet eta ete Be oan Seen ae 336 642 679 175 

Obligations to: the private sector *n..qeeeceeree ee nil 144 1,261 1,170 

Obligations:to,Canada.: ws: fot. see, SP nil nil nil negl 

EquitywofGandda 39e) 3 Sere anes ee ee 287 ASS. (709) (1,042) 
Cash from Canada to subsidiaries in the period 

ses DUG DCLAE Vin cere da sect tia hasan ts eet ane er (i711) 500 550 300 

— > NONSDUGSetaLVes 2a. adeonnlty. Move doorentae. fer 9 ie nil nil nil nil 


* The obligations were largely those of a subsidiary, Canadair Financial Corporation Inc. However, legislation in 
June 1985 provided authority for the assumption by Canada of this Canadair debt. In that year $1,044 million of it 
was assumed and the $144 million principal balance was assumed in 1986; accrued interest of approximately $40 
million was also assumed, for a total of $1.23 billion to Canada’s account. Since then, Canada has discharged all 
but $333 million of these obligations, in disbursements separate from the Cash from Canada amounts shown above. 


**The 1985 assumption of debt by Canada was allocated to contributed surplus in CDIC’s accounts and was the 
main factor in reversing the Equity amounts recorded. | 


| 
| 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 
AUDITORS’ REPORT 


PRESIDENT OF THE TREASURY BOARD 


We have examined the consolidated balance sheet of Canada 
Development Investment Corporation as at December 31, 1986 and 
the consolidated statements of income (loss) and accumulated deficit, 
contributed surplus and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the corporation as at December 31, 1986 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation and of its 
wholly-owned subsidiaries that have come to our notice during our 
examination of the consolidated financial statements have, in all sig- 
nificant respects, been in accordance with Part XII of the Financial 
Administration Act and regulations, and the charters and by-laws of 
the corporation and its wholly-owned subsidiaries. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants 
Toronto, Canada 
February 27, 1987 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1986 
(in thousands of dollars) 


| LIABILITIES AND SHAREHOLDER’S 


ASSETS 1986 1985 EQUITY 1986 1985 
Current assets Current liabilities 
_ Cash and short-term investments ...........0.cccccccccccceecseeeeeeeees 11,960 3,588 Accounts payable and accrued liabilities ............ 49,676 3,529 
mecashirestricted as tose (Note 4).......2.-.. ee. 88,571 ZA CCKUCUSIN CEES Ue me enree mentee eect mame tae 9,164 
Meother receivables PVCU SON! Os FRIIRO holawes 7S e21975 Current portion of long-term debt ......0..0..00.000000.. 143,864 
_ Current portion of notes receivable... cece 5,400 en 40 676 156 55 
| sas Neal Sy SHAREHOLDER’S EQUITY 
Investments Capital stock 
_ Non-consolidated subsidiaries (Note 5) .....ccccccccccccecesesceee. 140,646 509,006 Authorized—Unlimited number of common 
Portfolio investments (Note.6) .....csecseirccseesseessvserererees 26,349 126,349 shares 
166,995 635,355 Issued and fully paid—101 common shares..... ] 1 

; Contributedisurpluse: sss ss ee serene 3,506,765 3,351,848 
Notes receivable ......cccssesseenenciseieitinseninsne #39200 Accumulated deficitvelue of a sesmeiy.8 Cae (3,220,047) (2,866,337) 
Canadair technology rights (Note 5) .......cccccccssccscesesereseseens 20,000 a-y-9a PE PoP eae 
see tv cS eal oe we 91151 PLE RTD A: 


Contingencies (Note 5) 


336,395 642,069 336,395 642,069 
The accompanying notes are an integral part of these consolidated financial statements. 
pn behalf of the Board: 


>IERRE DES MARAIS 
Director 


>AUL M. MARSHALL 
irector 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


CONSOLIDATED STATEMENT OF INCOME (LOSS) AND 
ACCUMULATED DEFICIT 

FOR THE YEAR ENDED DECEMBER 31, 1986 

(in thousands of dollars) 


1986 1985 
Net income (loss) of subsidiaries 
Ganadain bimited:, secre or een 96,858 27,574 
Eldorado Nucleanimited= se te eee (64,358) (57,204) 
The de Havilland Aircraft of Canada, Limited... (94,426) 
32,500 (124,056) 
Corporate expenses 
Operatingyexpensess net UNOtei/)) meen eres 1,167 3,531 
Financial/expense maces eee es eer DESS 211,209 
Provisions for losses 
Massey Combines Corporation (Note 6)......... 100,000 
The de Havilland Aircraft of Canada, Lim- 
ited (NOLES een tee Ree ese ced ee ecece 15,000 46,656 
Ganadain Limitedi(Note ) ict eee 122,860 
241,210 261,396 
INCUIOSSHE bonten ea eaten ere eats Meter ce oe (208,710) (385,452) 


(2,866,337) 
(3,075,047) 

(145,000) 
(3,220,047) 


(2,480,885) 
(2,866,337) 
DividendSe ey sete aris tenon bec Orne: tee 
Accumulated deficit, end of year 


(2,866,337) 


The accompanying notes are an integral part of these consolidated financial 
statements. 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 


Balancesbeginning Ofsyeate- sce eee 
Assumption of long-term debt of Cartierville Financial 
byther@overnment om@anadauraqee rere e eee 
Contributed in cash by the Government of Canada to 
subsidiaries 
artiervilleukinancia leet eee ere eter tee 
deviiavillandtaenrse nae ene tee ei eee eee 


Balancewendrotsycarerememeenete nee cte creer eenr e 


3,351,848 1,772,007 


154,917 1,079,841 


300,000 
200,000 


3,506,765 3,351,848 


The accompanying notes are an integral part of these consolidated financial 
statements. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 
Operations 
Corporateoperations aes... essethe steeds (1,167) (3,531) 
Item not requiring cash—Depreciation ..................00.. 60 49 
Increase (decrease) in payables to related parties...... (74,551) 
Decrease in accounts payable..............:ccceeeeeereees (1,424) (10,648) 
Increase (decrease) in other itemS .............0cceee 2,797 (56,935) 


266 (145,616) 
Proceeds received on disposal of Canadair (net of cash 


restricted :asitoUse) he sen eee eee es 111,000 
Cash portion of dividend received from Canadair.......... 8,400 
119,400 

Cashiportion ol Gividend pal ger ccncen te arrestee meee (111,000) 


8,666 (145,616) 


Financing 
Contributed surplus (Cartierville Financial).............. 
Decrease in long-term debt ir... -cce certs nrcareetae 
Interest and financing expenses net of amortization 
of foreigntexchange lOSSeSime ree eee ees 
Increase (decrease) in accrued interest... 


154,917 1,379,841 
(143,864) (1,116,893) 


(2,183) (94,814) 


(9,164) (28,793) 
(294) 139,341 


Increase (decrease) in cash and short-term invest- 


TH ETES eee ee ee a eee eee en nee 8,372 (6,275) 
Cash and short-term investments, beginning of year..... 3,588 9,863 
Cash and short-term investments, end of year................ 11,960 3,588 


The accompanying notes are an integral part of these consolidated financial 
statements. 

For purposes of this statement, cash and increase (decrease) in cash excludes 
cash transactions relating to cash restricted as to use. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(All dollar amounts are stated in thousands) 


1. The corporation 


Canada Development Investment Corporation (“the corpora- 
tion”) was incorporated on May 26, 1982 under the provisions of 
the Canada Business Corporations Act and is wholly-owned by 
Her Majesty in right of Canada. The corporation is subject to the — 
Financial Administration Act and is an agent of Her Majesty. 


2. Basis of presentation 


In a statement dated October 30, 1984, the Minister of the 
Government of Canada responsible for the corporation announced 
the intention of the Government to cause the corporation to dis- 
pose of its investments in Massey-Ferguson Limited (“Massey- 
Ferguson”), now Varity Corporation (“Varity”) and Massey 
Combines Corporation (“Massey Combines”) (see Note 6), 
Canadair Limited (‘“‘Canadair”), The de Havilland Aircraft of 
Canada, Limited (“de Havilland’’) and Eldorado Nuclear Lim- 
ited (“Eldorado”) in an orderly fashion. Disposal of the corpora- 
tion’s investment in de Havilland and Canadair was completed in 
1986. Any divestiture plan or proposal for Eldorado will require 
formal approval by the Government pursuant to the requirements 
of the Financial Administration Act. As no formal plans of dives- 
titure have been presented for approval with respect to Eldorado, 
the corporation believes that it is appropriate to continue to carry 
the investment in Eldorado on the equity basis of accounting. 
Eventual disposal prices for Eldorado may be more or less than 
the carrying value. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Continued 


3. Significant accounting policies 


(a) Basis of consolidation 


The financial statements of Cartierville Financial Corpora- 
tion Inc. (“Cartierville Financial’), formerly Canadair 
Financial Corporation Inc., have been consolidated with 
those of the corporation. 


(b 


Investments in non-consolidated subsidiaries 


~~ 


The corporation’s investment in a subsidiary originally 
acquired with the objective of its eventual disposition or pri- 
vatization is accounted for on the equity basis, unless there is 
a formal plan, approved by the Government of Canada, to 
dispose of the investment, in which case the investment is 
carried at the lower of the equity basis carrying value and net 
realizable value. A consolidation of the corporation’s finan- 
cial statements and such subsidiaries has not been prepared 
as the corporation believes that the equity method provides a 
more informative presentation to the shareholder. The finan- 
cial statements of the non-consolidated subsidiary is 
attached. 


(c) Foreign currency translation 


Foreign currency assets and liabilities are translated into 
Canadian dollars in accordance with the temporal method. 
Under that method, monetary assets and liabilities are trans- 
lated at the year-end rate, non-monetary assets and liabilities 
are translated at rates in effect on the dates of the transac- 
tions. 


. Cash restricted as to use 


These funds are held in special accounts (primarily in the Con- 
solidated Revenue Fund of Canada on a non-interest basis) to sat- 
isfy payment of contingent liabilities relating to the sale of the 
corporation’s investments in de Havilland and Canadair (see 
Note 5). 


5. Investments in non-consolidated subsidiaries 


The carrying value of the corporation’s investments is as 
follows: 


Carrying Carrying 
Value Equity Value 
Decem- in Sale of _Decem- 
ber Income Dividends Subsidi- ber 
31,1985 (Loss) Received ary 31, 1986 
Canadaitn. > 224,002 96,858 (57,000) (263,860) 
de Havilland ........ 80,000 (80,000) 
Eldorado 205,004 (64,358) 140,646 
509,006 32,500 (57,000) (343,860) 140,646 


During the year, the corporation disposed of its investment in 
de Havilland and Canadair as follows: 


(a) On January 31, 1986, the corporation sold its investment in 
de Havilland to the Boeing Company (“Boeing”). The nomi- 
nal consideration for the sale was $155,000 of which $90,000 
was received in cash on closing. $65,000 of the purchase price 
is payable in instalments, without interest, over a fifteen year 
period. 


The corporation and the Government of Canada have agreed 
to indemnify Boeing and de Havilland for certain contingent 
liabilities and other expenditures which may be incurred by 
Boeing and de Havilland over a maximum of six years after 
closing. 


These contingent liabilities include the following: 


(i) A portion of de Havilland’s product liability insurance 
premiums; 


(ii) Certain suppliers’ claims which may be asserted against 
de Havilland for production slow-down or termination 
and potential claims against de Havilland pursuant to 
product financing agreements up to a maximum of 
$60,000. 


(iii) Claims related to possible losses caused by health hazards 
to workers at the de Havilland factory. 


Due to the discounting of the $65,000 portion of the purchase 
consideration and to the estimates of those indemnifications 
and contingencies which could be reasonably determined, the 
net realizable value of the corporation’s investment in de 
Havilland at the time of sale was recorded as $80,000. As 
some of the potential liabilities became quantifiable during 
the year, the corporation has provided an additional $15,000 
in this regard. 


No further provision for the related indemnity liability has 
been reflected in these financial statements, as reasonable 
estimates of the effects of certain future events and condi- 
tions cannot be made at this time. Such amounts will be rec- 
ognized as appropriate in future fiscal periods when reason- 
able estimates can be made as to the likely amount, if any, 
which will ultimately be paid pursuant to the indemnities. 


(b) On December 23, 1986, the corporation sold its investment in 
Canadair Limited to Bombardier Canadair Inc. (‘“‘Bombar- 
dier’’). The nominal consideration for the sale was $120,000 
in cash at closing and receipt of 1,000,000 Class A and 
500,000 Class B shares of Bombardier having a stated value 
of $150,000. The redemption value of these shares is 
expected to be reduced through actions by Bombardier and 
Canadair as specified in the agreement. In addition, Cana- 
dair has agreed to pay royalties to the corporation on future 
sales of Challenger Aircraft and on Canadair’s contract to 
service CF18 aircraft for the Department of National 
Defence. 


For purposes of the sale, the value of the consideration was 
determined to be as follows: 


Proceeds 
Gas Hae cate ae eee depen aoe, ek eee AR 120,000 
Bombardi¢mpreterredisharcsmes sens eens et 10,000 
Canadair technology rights and royalties.................... 20,000 
150,000 
Costs of disposal and provision for contingent liabili- 
[FCS cers a. esceian ahr eer cee tee nce ELCr See eee cere ncoesin CAMA 9,000 
141,000 
Carrying value of investment in Canadair...............0...0. 263,860 
ESOSSCON Sal Greece rece eee ee eM een ee rn Cee N, 122,860 


Prior to the sale, Canadair declared and paid the corporation 
a dividend of $57,000 consisting of $48,600 in interest bear- 
ing notes and the balance in cash. 


(c) As at December 31, 1986, the Government of Canada pro- 
vides authorities and guarantees for the borrowing of 
Eldorado of $600,000 of which $584,248 is being utilized at 
December 31, 1986. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


6. Portfolio investments 


Carrying _Reallo- Reduc- Carrying 
Value cation tion Value 
Decem- on in Decem- 
ber Reorgani- Carrying ber 

31, 1985 zation Value 31, 1986 
Vality tesa wate tect oie 26,348 26,348 
Massey Combines ...... 100,001 (100,000) 1 
Massey-Ferguson........ 126,349 (126,349) 


126,349 (100,000) 26,349 


During 1986, Massey-Ferguson was reorganized on a basis 
agreed between its lenders and shareholders. As a result of this re- 
organization, CDIC now holds securities in Varity which, in 
aggregate, have been valued at $26,348. In addition, the corpora- 
tion holds preferred shares in Massey Combines as well as an 
option to purchase 10% of the common shares of that company for 
a nominal amount. The balance of the corporation’s original 
investment of $126,349 in Massey-Ferguson has been attributed 
to the Massey Combines securities in the amount of $100,001. 
The corporation believes that this cost of its investment in Massey 
Combines significantly exceeds the value of that investment; 
accordingly, the carrying value of that investment has been writ- 
ten down to $1. 


7. Net operating expenses of CDIC 


1986 1985 
Service fees from subsidiaries )...000...0)..00scsscsccteeee 1,704 3,084 
Interest earned on short-term investments...................... 308 418 
Othertincome s+... Aw... BP AOE. PO EP 719 
2,091 3,502 
Corporate and divestiture expenses .............0cccccccseseeeee 4,483 7,033 


(2,392) (3,531) 
Recovery of divestiture expenses incurred in prior year.. 1,225 
INetoperatin gieXPCnSeS enna anaes CEIO7) IG FS3)) 


Divestiture expenses include costs of disposing of Teleglobe 
Canada which are recoverable at the time of sale. 


. Income tax 


As at December 31, 1986, Cartierville Financial has tax losses 
of $258,000 available to reduce taxable income expiring as fol- 
lows: 


990g ae aec oe setacecees canaqeare eos net st Sates sesseenc ten eet Seas eee 166,000 
ES Pe erence ere Cece eters or eeceey om cee erecta 92,000 
258,000 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 
ELDORADO NUCLEAR LIMITED 
AUDITORS’ REPORT 


TO THE SHAREHOLDER 


We have examined the statement of consolidated financial position 
of Eldorado Nuclear Limited as at December 31, 1986 and the state- 
ments of consolidated earnings and retained earnings (deficit) and 
changes in consolidated financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1986 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation that have 
come to our notice during our examination of the consolidated finan- 
cial statements have, in all significant respects, been in accordance 
with the Financial Administration Act and regulations, and the chart- 
ers and by-laws of the corporation. 


Clarkson Gordon 

Chartered Accountants 
Ottawa, Canada 
February 2, 1987 
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STATEMENT OF CONSOLIDATED FINANCIAL POSITION 


AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


Current assets 


Current liabilities 
Bank loans and short-term debt..............cccccccees 
Accounts payable and other liabilities .......0.0.0.0000... 
Long-term debt due within one year ...............cccce 


Working capitall(Geficlency) man etna rere ee 


Non-current assets 
Propertyandiequipimnen tees ssenne sere eee een 
Deferredicharpesmtee tar iseee a theta 
Inventory committed under long-term contracts........ 
Otherassets wore meee ee tae centenary 


Gapital‘employed 2. cee te ee 


Represented by 
Mongsternidebtterr: ite ewes cat er nae tees 
Advances under long-term contracts ......0...ccccccceee 
Otherlia bilities Rete. nce cs eee ee re 


Shareholder’s equity 
Sharecapital presto ttc einen eee ee 
Deficiteece cette en ne ee er ees 


Motalifinancingofica pital wesw omer meena: 
(See accompanying notes). 
Approved by the Board of Directors: 


MARCEL BELANGER 
Director 


N. M. EDIGER 
Director 


1986 


70,386 
13,233 


117,764 


82,007 
59,868 
1,745 
143,620 
(25,856) 


766,089 
39,285 
29,306 

2,962 

837,642 

811,786 


547,206 
52,490 
2,510 
25,434 
43,500 


671,140 


296,586 
(155,940) 


140,646 
811,786 


1985 


40,480 
12,855 

6,435 
55,284 
11,872 


126,926 


106 
64,526 
79,968 


144,600 
(17,674) 


798,428 
28,597 
29,306 

3,349 

859,680 

842,006 


513,471 
52,490 
3,510 
24,031 
43,500 


637,002 


296,586 
(91,582) 


205,004 
842,006 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


STATEMENT OF CONSOLIDATED EARNINGS 
AND RETAINED EARNINGS (DEFICIT) 

FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 
Revenue 
Sales ofsproguctsranidisenviCes mer ee tess mente eae 202,266 
Expenses 
Cost of products and services sold ...........0....0..c0 141,614 
Exploration eee. scrote nce Me care ae ee eres 5,470 
Researchiandidevelopinent: mews: tees ers eer 3,197 
ANGMIniStratiOnipensete cree coer cee ee eran 8,318 
MhotalloperatingiexPenScs reese amen aeene earner 158,599 
Earnings rOmioperavionsy:. syste eee ee ee 43,667 
Financing expense 
Interestiex pense e-em eee eres VOs33 
Amortization of Foreign Exchange........................ 24,053 
Otheriexpensemten. nets Cea nn tee 1,305 
EOSSIDE LORE OLN ET aI LC IS sereeeeenn ee er enn eer (56,824) 
Mineraliroyaltiesmee ec ee ate: eee eee ee 3,184 
Distribution to preferred shareholders of a subsidi- 

OT Veet Rcd et aioe eine ae ae SPs See TEN 4,350 
INetslossiet ater ne hen eee een, Sein, for tae (64,358) 
Deficit—Beginning of year oo... ccccceeceseteceteeeettteteees (91,582) 
Deficit—-Endiofiyeara. can ee eee eee (155,940) 


(See accompanying notes). 


1985 


219,792 


139,781 
5,796 
2,649 
7,520 


155,746 
64,046 


73,126 
14,110 
5,234 


(28,424) 
24,430 


4,350 
(57,204) 
(34,378) 
(91,582) 


STATEMENT OF CHANGES IN CONSOLIDATED 
FINANCIAL POSITION 

FOR THE YEAR ENDED DECEMBER 31, 1986 

(in thousands of dollars) 


_ 1986 1985 _ 


Operating activities 


Cashireceived ifrom'sales 23 eeceess ees ee ee 196,518 252,674 
Advances under long-term contracts..............0..cccccecrces $2,490 
196,518 305,164 
Cash applied to 
ProductioniCostsrecrsccnc ce crete cerese eee ae Serer te 109,547 91,754 
R&D, exploration and administration ..............0....0...... 16,465 15,357 
Minéraliroyalties a as Sate, fee eae ee eens 9,230 23,374 
135,242 130,485 
Gashiprovided/ fromoperationSi. nite eee 61,276 174,679 
Investing activities 
Cash received from 
Prior year income tax overpayment..............0:ccceeees 8,312 
Salecofipropenty andiequipmenten..2. eee ee 7,035 782 


7,035 9,094 
Cash applied to 


Additiong to property and equipment... 14,357 = 38,962 
Additionsitoideferred(chargesmes sar eee 13,906 6,754 
Mine‘shutdowmnines Aasce eee nee eres meee: (O43 359 
29,027 49,271 
GashirequinedufOrminves tient saaeen ts sere tennant rere 21,992 40,177 
Net cash provided from operations and investment.............. 39,284 134,502 
Financing activities 
Cash received from 
INCOMELON InvestinentSe =e ee eee 595 1,025 
595 1,025 
Cash applied to 
Repayment of long-term debt .............0:..ccccccccccesecceceees- 69,475 
Net change in short-term debt .........0......ccccccccccecceeseeecees (81,901) 19,894 
Interestionidebtyenees mee eens ee ee er eee ae 81,532 76,582 
Distribution to preferred shareholders of a subsidiary . 4,350 4,350 
73,456 100,826 
Gashinequireditormfinancingae sae een ee 72,861 99,801 
Increase(decrease) during the year ...........:..0.ccccc-ccceeceeeeeesse (33,577) 34,701 


Cash and short-term investments at beginning of year ........ 40,480 SHE, 
Cash and short-term investments at end of year................... 6,903 40,480 


a a eg 
(See accompanying notes). 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1. Eldorado Nuclear Limited 


Eldorado Nuclear Limited is incorporated under the Canada 
Business Corporations Act, is subject to the Financial Adminis- 
tration Act, the Government Companies Operations Act, is an 
agent of Her Majesty in Right of Canada, and is wholly-owned by 
Canada Development Investment Corporation. The Company is 
primarily engaged in the mining, refining and conversion of 
uranium for sale as fuel for generating electricity in nuclear power 
reactors in Canada and other countries. 


2. Accounting policies 


A statement of significant accounting policies of the Company 
is provided elsewhere herein. 


3. Other expense (income) 


1986 1985 
(in thousands of 
dollars) 
Wirite-downtofifixed assetst Ati e)..2),.c00 etn: eee 992 6,226 
Interestoniinvestments) sees. en ee note te ee ee (706) (459) 
Othe raed ear eee vos: Renee bie ea 1,019 (533) 
Mio tall rere ne onan eerie Una kuna Panic iug a ake 1,305 5,234 


4. Income taxes and mineral royalties 
The provisions for income taxes and mineral royalties are as 


follows: 
1986 1985 
(in thousands 
of dollars) 
INCOME taXeS nee ROe: Pts DEA OR ont ee Me edn 
Mineraliroyalulcseeenete eerie center acer 3,184 24,430 
FL Otal eres rer mettre mc ieee ne iak oan, hee 3,184 24,430 


As at December 31, 1986, the company had tax loss carry-for- 
wards, investment tax credits and timing differences aggregating 
approximately $143.2 million for which no accounting benefit has 
been recognized. This amount includes $95.4 million which will 
expire at various dates up to 1993. The balance can be carried for- 
ward indefinitely. 


5. Inventories 


1986 1985 
(in thousands of 
dollars) 
FIG Ora doc nitin see eee a ee a cs 59,367 43,793 
CNSCOMENCONVEIsiON Ce hoe eee en 9,681 9,850 
Specialtyimetalsncworeee, Seer ae meee ee eee 1,338 1,641 
otal erent reer ee nen n ear tcee tence nS. 70,386 55,284 


6. Property and equipment 


1986 1985 
(in thousands of 
dollars) 
Mining 
Blantrandieq Uipinent. aca ae we omen ene ene nee 181,175 177,298 
Development. costs sess. et ee ene oe 49,096 47,612 
PropertysacquisitionSrs.s. ean. eae nme 156,460 156,460 
GCollinseBayiProject#s: ae. eee eee ae 100,878 97,406 
Fuel services 
Plantandiequipment erect es iene an eee 411,539 407,584 
OED Tretia ote ce ie eee nae PAL Bs cocks TAL ORIN S to, 12,907 15,050 
otal property and.equipment ae... 912,055 901,410 
Less: accumulated depreciation and amortization... 145,966 102,982 
Netipropertyjandiequipments. a... vee ee 766,089 798,428 
Depreciation and amortization for year.........0.0...00.00. 44,407 30,714 


. Joint venture activities 


Through a wholly-owned subsidiary, the Company is a one- 
sixth partner in a joint venture mining operation at Key Lake, 
Saskatchewan. In accordance with the joint venture agreement, 
Eldorado is obligated to meet its proportionate share of the com- 
mitments of the joint venture. Other than normal operating 
expenditures, the Company has no outstanding commitments as at 
December 31, 1986. 

The following amounts are included in the financial statements 
and represent the Company’s proportionate share of the assets, 
liabilities, and operating expenses of the Key Lake mining joint 
venture: 


1986 1985 
(in thousands 
of dollars) 
ASSETS) es ccs I Re SE oR 94,567 93,582 
ta bil ticsie eae ed cee ror ses ein aeeanevem ees 1,330" 1,814 
Neétassets vent ire Pee et. eee Oe nee ee 93,237 91,768 
EXPensest ae rc ee ee te eee kee 8,785 8,469 
Deferred charges 
1986 1985 
(in thousands of 
dollars) 
Rroductionivessnwst xeon. ae bis Mee ae cas 36,815 25,431 
intan Cin QiCOstSiee mace renner orayn ween ee eee 2,470 3,166 
Rota eeeers ne Cane seein ce ate et ee ara a aie ce eG Oe 39,285 28,597 
FATNORUIZATION TORLVCA Tease eeen er eee ee em Ces 8 2S 2354 


. Long-term sales contracts 


Eldorado has entered into contracts which provide for the 
future sale and delivery of uranium in the form of UF, at flexible 
dates over the eight-year term of the contracts. The Company has 
sold the future sales contract to interested financing parties and 
has retained certain rights and obligations under all of the con- 
tracts. On the statement of Consolidated Financial Position, the 
Company has segregated the inventory committed and the 
advances under long-term contracts which will be satisfied out of 
the future revenues associated with these transactions. The impact 
on the Statement of Consolidated Earnings and Retained Earn- 
ings (deficit) will be recognized as deliveries take place. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 
APPENDIX—Continued 


ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Continued 


10. Minority shareholding in a subsidiary 


In April, 1984, an Eldorado subsidiary acquired all rights to 
and benefits in the 1970 New Continental Oil royalty agreement 
from Aberford Resources Limited, Hacienda Oil & Minerals Ltd. 
and Oak Ridge Oil & Minerals Ltd. This agreement gives the 
holder a 20 percent interest in the profits derived from certain 
Athabasca basin properties held by Eldorado’s Eldor Mines divi- 
sion and others. Consideration was $5.0 million cash and $43.5 
million redeemable preferred shares of the subsidiary company. 
The shares, with certain restrictions, can be redeemed between 
1988 and 1994 and bear a 10 percent annual dividend. 

As security, the three companies hold a lien on certain uranium 
inventory. At Eldorado’s option, the lien can also be satisfied from 
time to time by a letter of credit. The lien covers the value of the 
subsidiary’s redeemable preferred shares plus future dividends, 
through to the shares’ designated redemption dates. Each pay- 
ment of a dividend or redemption of a share reduces the lien by a 
similar amount. At December 31, 1986, the Company had inven- 
tories in excess of the prescribed value. 

For consideration of $5.0 million cash, Aberford Resources 
Limited, Hacienda Oil & Minerals Ltd. and Oak Ridge Oil & 
Minerals Ltd. acquired from Eldorado a royalty interest on 
uranium sales from certain designated properties. The royalty 
covers that portion of such sales in excess of a designated base 
selling price which is adjusted annually for inflation. During 1986, 
sales did not exceed the adjusted base price and no royalty was 
paid. 


. Long-term debt 


1986 1985 
(in thousands of 
dollars) 
Notes due 1986, at 13.25% ($50 million U.S.) ...0........ 69,875 
Loan due 1987-1992, at 8.8% (2 billion Japanese 
VEN) RSS ca tet cry erent eerie ee 17,450 13,968 
Notes due 1988, at 9.19% (10.108 billion Japanese 
V CT) Merete sec acer este nasnine Meare ca acre ester ears 88,192 70,594 


Debenture due 1988 vatilil. om cmecteeee eee 
Euro notes, due 1989 to be set semi-annually at 

EVBORSrate (S$ 100imilion WS.) eeceetee accor 138,050 139,750 
Notesidue/ 990 at9 125 Go eee ee ee ee 10,093 10,093 
Loan due 1991, at 7% (100 million Swiss francs)........ 85,590 67,860 
Loan due 1992, at 14.25% ($44.7 million U.S.)........... 61,641 62,399 
Notes due 1992, at 14.5% ($100 million U.S.) ...0.0...... 138,050 139,750 
Bonds due 1992, at 8.5% (10 billion Japanese yen), 

with 10% of principal due in each of years 1988- 


30,000: 30,000 


PSE Retee aeis ar vara ad ce is alee stints RAS See SR 87,250 69,840 
Sub-totalteremes sn. cre ceeetrea meets cose adaseivc, Wee ween sce 656,316 674,129 
Less: current portion of long-term debt listed 


ADOVE Sa ae Re nei Ok ee epee 1,745 79,968 
107,365 80,690 


547,206 513,471 


The long-term debt payments due in each of the next five years 
are as follows: 1987—$1.7 million; 1988—$130.4 million; 1989— 
$150.3 million; 1990—$22.3 million; 1991—$97.8 million. Inter- 
est on long-term debt amounted to $71.1 million (1985—$74.9 
million). 


12. Share Capital 


1986 1985 
Authorized 
Commonishares.<cessinen) Nicene ee (Unlimited number no 
par value) 


Preference shares) «eae ee 1,600,000 1,600,000 


(in thousands of 


dollars) 
Issued and fully paid 
Common—3,852,880 shares (1985— 
3°38 52880) awe ee owe be orn secuteeee eran 201,586 201,586 
Preference—800,000 shares (1985—800,000).. 95,000 95,000 
(otal eee ed err ie eine ee 296,586 296,586 


Each preference share is redeemable at the option of either 
party at a value of $118.75 per share and carries a non-cumulative 
dividend of $7.125 per annum. 


13. Commitments and contingencies 


(a) The Company has defined benefit pension plans covering all 
of its regular full-time employees. 


The pension funds, which are administered by independent 
trustees, are valued at least every three years by consulting 
actuaries. Based on the latest actuarial valuations at June 30, 
1986 and December 31, 1985, the plans have a surplus of 
$27.7 million. 


In 1986, the government ordered Eldorado to cease its pro- 
gram to site a new waste disposal facility to accommodate 
the wastes currently at two waste storage sites. Responsibility 
for selecting a new disposal site now rests with the govern- 
ment. The Company will continue to expense the ongoing 
maintenance costs of the existing storage facilities. No provi- 
sion will be made for future disposal costs until a new site is 
selected and approved, the costs can be reasonably estimated, 
and the responsibilities for such costs are determined. 


(b 


— 


(c) To reduce its dependency on oil generated electricity, the 
Company has entered into a 10 year commitment, with cer- 
tain qualifications, to buy 50 GWH per year of hydro electric 
power at 12¢ per KWH, a price which approximates its cur- 
rent cost of oil generated electricity. 


(d) In connection with its operations, the Company is the defend- 
ant in certain litigation. While the amount of any ultimate 
liability cannot yet be determined, the Company after discus- 
sion with legal counsel, is of the opinion that there will be no 
material adverse effect on its financial position. 


14. Supplementary information 


(a) During 1986, the Company paid sales commissions to 
Marubeni Corporation, Toyomenka Canada Ltd., and Ura- 
nerzbergbau-GmbH. 


(b) During 1986, the total remuneration paid to the Company’s 
outside directors was $101,792 (1985—$93,709). The Com- 
pany’s officers received remuneration totalling $633,500 
(1985—$607,500). One officer is also a director but is not 
compensated for service as a member of the Board or its 
committees. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Concluded 


APPENDIX—Concluded 

ELDORADO NUCLEAR LIMITED—Concluded 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


(c) A management fee of $242,000 (1985—$286,000) was paid 
to Canada Development Investment Corporation. 


(d) Certain 1985 accounts have been reclassified for comparison 
purposes. 


15. Segmented Information 


(a) Industry Segment 


The Company is of the opinion that virtually all its sales 
revenues are in the industry segment identified as the nuclear 
fuel industry. 


(b) Sales 


Sales revenues, which are derived primarily from sales to for- 
eign and domestic electric utilities, are as follows: 


1986 1985 
(in thousands of 
dollars) 
EXOT Salesian semen tee conic opr een eens 159,414 164,806 
Bomestic:Salesseerer. 4. bine wate. nn oh ieee 42,852 54,986 


TotaliSaleseircereemee tet eet Steen een ee 202,266 219,792 


STATEMENT OF ACCOUNTING POLICIES 


The accompanying consolidated financial statements were prepared 
by management in conformance with Canadian generally accepted 
accounting principles considered to be appropriate in the circum- 
stances, and have been applied on a basis consistent with that of the 
preceding year. A summary of significant accounting policies of the 
Company is presented to assist the reader in interpreting the state- 
ments contained herein, 


Consolidation 


The consolidated financial statements include the accounts of 
Eldorado Nuclear Limited, its wholly-owned subsidiaries, and the 
Company’s proportionate interest in the accounts of the Key Lake 
Mining joint venture. 


Inventories 


Inventories of mine concentrates, refined and converted products are 
valued at the lower of weighted average cost or net realizable value. 
Cost for customer-owned products is the cost of the refining and con- 
version processes only. 


Inventories of mine concentrates are initially measured and 
accounted for in the financial statements when the material is sealed in 
containers upon completion of the milling process. 


Supplies 

Operating and general supplies are carried at lower of cost or mar- 
ket. 
Property and equipment 


Assets are carried at cost. Costs of additions, betterments, and 
renewals are capitalized. When assets are retired or sold, the resulting 
gains or losses are reflected in current earnings. 


Maintenance and repair expenditures are charged to cost of produc- 
tion. 


Depreciation and Amortization 


Fuel Services and Mining buildings and equipment, mine develop- 
ment and mineral properties are depreciated or amortized according to 
the unit-of-production method. This method allocates the cost of these 
assets to each accounting period. For Fuel Services, the amount is 
equal to the portion of the facilities’ total estimated lifetime production 
produced in that period. For Mining, the amount is equal to the por- 
tion of the mine’s total recoverable cre reserves recovered during the 
period. 


Mobile mining equipment and other assets, including Research & 
Development, Exploration, Specialty Metals, and Corporate Assets, 
are depreciated according to the composite straight-line method based 
on the estimated useful lives of these assets, which ranges from 3 to 10 
years. 


Fuel Services and certain mining facility costs associated with 
capacity additions are deferred until a commercial level of production 
is achieved. These costs are then amortized over 10 years. Other costs 
are charged to production as incurred. 


Amortization of Financing Costs 


Debt discounts and issue expenses associated with long-term financ- 
ing are deferred and amortized over the term of the debt. 


Provision for Reclamation 


The estimated costs of decommissioning and reclaiming producing 
resource properties are accrued and charged to operations according to 
the unit-of-production method. Actual costs of decommissioning and 
reclamation are applied to this accrual. 


Research and Development and Exploration Costs 


Expenditures for applied research and development relative to the 
products and processes of the Company and expenditures for geologi- 
cal exploration programs are charged against earnings as incurred. 


Sales of Products and Services 


In accordance with normal industry practices, the Company con- 
tracts for future delivery of mine concentrates and conversion services. 
Sales revenue is recorded in the fiscal year that title passes or, with 
customer-owned material, when delivery is effected. 


Foreign Exchange 


Cash and short-term investments, accounts receivable, accounts pay- 
able, short-term and long-term debt denominated in foreign currencies 
are translated into Canadian dollars at rates of exchange in effect at 
year-end. Income and expenses are translated at rates in effect at the 
time of the transaction. 


Except for certain U.S. dollar-denominated long-term debt that is 
hedged against future U.S. dollar revenue, the change in value in 
Canadian funds over the year of long-term debt denominated in a for- 
eign currency is amortized evenly over the remaining life of the debt. 
For all other accounts, gains or losses resulting from foreign currency 
translation are reflected in the statement of consolidated earnings and 
retained earnings. 
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SUMMARY PAGE 


CANADA HARBOUR PLACE CORPORATION 


MANDATE 


Administer properties at Canada Place in Vancouver, originally constructed as the Canadian pavilion at Expo 86. 


BACKGROUND 


The corporation commenced operations in 1982, and constructed the Canada Place facilities and managed the 
Canada Pavilion at Expo 86. The facilities called Canada Place include a cruise ship terminal for the Vancouver Port 
Corporation, the Canada Pavilion and a hotel-office complex built for the Tokyu Corporation. Following Expo 86, 
the Pavilion was converted to a trade and convention centre and leased to the Province of British Columbia for a 
period of 20 years. 


CORPORATION DATA 
HEAD OFFICE Suite 690 
999 Canada Place 
Vancouver, British Columbia 
V6C 3Cl 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1982; by letters patent (no. 132316) under the Canada Business 
OF INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Thomas G. Rust 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


Total Assetss,.sds.cnpcsere cg tale: Shy ara aes ME ccs 86.0* 145.2 88.3 34.8 

Obligations) to:theiprivateisectors wih ai ee eee nil nil nil nil 

Obligationsto Canada W)..Vine Boe Bi ae ee ae nil nil nil nil 

BQUITVIOL CO ANAGG cece cane oes eee Ne Be 80.3 132.7 76.5 28.4 
Cash from Canada in the period 

= bud petary carts sery secre: Try rarer ernie 13.6 55.6 48.1 20.9 

<= Tons budgetaryx. suite. in. 87.. 5 ee Ce eR ee nil nil nil nil 


* An amount of $43.7 million relating to construction of the Canada Pavilion at Expo 86 was capitalized in 1984- 
1985 but was expensed in 1986-87. 
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CANADA HARBOUR PLACE CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canada Harbour Place Corpo- 
ration as at March 31, 1987 and the statements of operations, equity 
of Canada and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 15, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 
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ASSETS 1987 1986 
Cash and short-term investments ................cc:cecccscceeceseeseesseees 8,981 29,177 
AN CCOUN(S NECEIVA DlL@aetrctn aie ener cn Se 2,993 4,505 


Construction in progress (Note 3) .........ccccccccscseseesssesereveveeees 
Deferred:costsc ere ret ee a ee 


74,052 67,788 
43,712 


86,026 145,182 


LIABILITIES AND EQUITY OF CANADA 1987 1986 


Accounts! paya ble Seertine 27 secs atetes nace Oo eae con 5,726 12,479 


Equity of. Canadat.cctenin teh ee me eee 80,300 132,703 


86,026 145,182 


Approved by the Board: 


JAMES H. GREEN 
Director 


TaGyRUST 
Director 
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CANADA HARBOUR PLACE CORPORATION—Continued 


STATEMENT OF OPERATIONS CANADA PAVILION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Expenses (INOte 0): cece. race eres trererr Chen eee eeer 75,219 
Revenuesi(NoteiG) muca3 coer Se ete ae tee eee 9,352 
INeticostiohioperatlonse.e eee ee eee ee ie ene 65,867 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 
1987 1986 
Gapitalistock ene we rere mites nie ere ae ee etre reerete 
Contributed capital 
Beginning totsy caterer ete rene ning ern teemae tants 1325.03 eos 50 
Parliamentary appropriations received during the year ... 13,464 56,193 
146,167 132,703 
Net cost of operations—Canada Pavilion..................0: 65,867 


Balancejatiend olsyear evan. ae recency ener 80,300 132,703 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Cash Provided by (Used for) Operations 
INeticost-oftoperations@ re eet ar eee (65,867) 
Transfer of net deferred costs to operations .................00. 43,712 
Increase (decrease) in accounts payable............0. ce (6,753) 728 


Decrease (increase) in accounts receivable........................ 1,512 (1,554) 
(27,396) (826) 


Cash Provided by Financing Activities 


Contribution tronnGana dames eee ee eee 13,464 56,193 
Parliamentary appropriation receivable.............0.0..0.:c05 19,200 
13,464 75,393 

Cash Invested 
Net addition to construction in progress ..........0::ccccecee 6;264 lis 55 
Netideferredicoststee.earei. oe ene eee ce 36,062 
6,264 51,617 


Increase (decrease) in cash during the year 
Cash and short-term investments 
Beginning of year...... ES A eae or RRR Be Fr EE eR? 29,177 6,227 


End ol veaty ae 6 bee ered eto Hen eee Re, cee OR 8,981 29,177 


(20,196) 22,950 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objectives 


The Canada Harbour Place Corporation was incorporated on 
June 9, 1982 under the Canada Business Corporations Act. The 
Corporation is an agent of Her Majesty pursuant to the Govern- 
ment Companies Operation Act, and is named as an agency 
Crown corporation in Part I of Schedule C of the Financial 
Administration Act. The three shares issued and outstanding are 
all held in right of Canada by the Minister of Transport, the 
Responsible Minister with whom control of the Corporation lies. 


The Corporation is exempt from income taxes. 


The objectives of the Corporation are to act as a developer and 
acquire, administer and dispose of land, and manage real property 
for the Government of Canada in Vancouver, B.C. For this pur- 
pose, it is to design and construct a facility at Canada Place to 
include a cruise ship terminal and a Canadian host pavilion for 
Expo 86 suitable to be converted to a trade and convention centre. 
In addition, the Corporation has the authority to manage and 
operate the facility at Canada Place, either by itself or with 
others, and organize, operate and manage the participation of the 
Government of Canada as exhibitor and host nation for Expo 86. 

The total cost of the facility at Canada Place, including the 
Canada Pavilion for Expo 86 and the cost to convert the Pavilion 
to a Trade and Convention Centre, is estimated at $227.4 million 
of which $151.8 million is expected to be contributed by the Gov- 
ernment, $22.8 million by the Vancouver Port Corporation in 
respect of the cruise ship terminal and $52.8 million from other 
sources. 


The Responsible Minister is to recommend to the Governor in 
Council prior to December 31, 1988 on the continued activities of 
the Corporation beyond that date. 


2. Significant accounting policies 
Construction in progress 


All expenditures including those for acquisition, design, con- 
struction and administration for the permanent structures at 
Canada Place will be capitalized until the facility is fully devel- 
oped in July 1987. Interest income is credited to construction in 
progress. Receipts from the sale of development rights, leaseholds 
and the Imax Theatre sponsorship are also deducted from the con- 
struction costs. 


Depreciation will commence in 1987-88 when the facility is 
fully developed. Depreciation of the facility will be calculated on a 
straight line basis over a 40 year period. 


Canada Pavilion 


The expenditures to design, construct and fit-out the Pavilion 
and to organize, operate and manage the participation of the Gov- 
ernment of Canada as exhibitor and host nation for Expo 86 
respectively, net of related revenues, were recorded as deferred 
costs at March 31, 1986. 


The expenditures on the Pavilion and its operating and other 
related expenditures and revenues have been taken into income 
during 1987 and offset against contributed capital. 


Administration 


Corporate and construction administration expenses are 
charged against construction in progress. Administration expenses 
for the Pavilion are included in Pavilion expenses. 
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CANADA HARBOUR PLACE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


3. Construction in progress 


Cumu- Cumu- 
lative to lative to 
March 31, March 31, 
1986 1987 1987 
(in thousands of dollars) 

Construction.cOstsiy ee ae 95,330 612 95,942 

SOP COStSeee nee et ieee ee 15,760 1,615 Wi7e3i1'5 

Access and site purchase..................... 14,551 209 14,760 
Trade and Convention Centre con- 

VECSIONG Wet MER ty ce Senet, 5,421 6,343 11,764 

BT OtaliCOStSaer meena tetera tcc dae 131,062 8,779 139,841 

Less receipts\(INOte 4) ie w= ea. 63,274 PASH) 65,789 


CosisanetonnecelptSmaaeee ys 67,788 6,264 74,052 


Soft costs include corporate and construction administration, 
architects and consultants fees and related management costs. 


Title to that part of the bed of Vancouver harbour on which the 
facility is located was transferred to the Corporation from Van- 
couver Port Corporation for one dollar and has been so recorded 
in site purchase costs. 


The ownership of the access roads to the facility will be trans- 
ferred at no cost to the City of Vancouver. The cost of the access 
roads included in construction in progress is $9.4 million. 


4. Receipts 
Cumu- Cumu- 
lative to lative to 
March 31, March 31, 
1986 1987 1987 


(in thousands of dollars) 
Lease Agreements 


FLOtCIP ATG RIS tse eee a eee ee 29,838 29,838 

Parkin galtoteee ne cece rs 1,000 1,051 2,051 
Development Agreement 

Crises hipmlicnminala nse ees 22,807 22,807 
Sponsorship Agreement 

Imaxeiheatrehe ee misery sa. 5,000 5,000 
IMterestal nCOMC uaa e ee eieee en renee 4,629 1,028 5,657 
Restaurante cms nee tcc, 403 403 
Othe percent renee rete nn 33 33 


63,274 ISB) 65,789 


(a) Lease Agreements—Hotel Air Rights and Parking Lot 


In 1983, the Corporation entered into 99-year agreements 
with Tokyu Canada Corporation, for the lease of air rights at 
Canada Place to Tokyu. The net amount under these leases 
for air rights and construction costs is $29.8 million. Tokyu 
will also pay additional rent for its share of the common area 
and operating costs. 


In 1986, the Corporation entered into a 20 year agreement 
with Citicom Ltd. to operate the parking facilities at Canada 
Place. Citicom paid $1 million to the Corporation at the time 
the agreement was signed and made monthly payments 
totalling $1 million based on varying percentages of gross 
parking revenues. 


(b) Development agreement—Cruise Ship Terminal 


The Corporation executed a development agreement with the 
Vancouver Port Corporation to construct a cruise ship termi- 
nal for $22.8 million in the Canada Place project. 


(c) Sponsorship agreement—Imax Theatre 


The Corporation has entered into an agreement with 
Canadian National for rights respecting an Imax Theatre at 
Canada Place. The rights are for the sponsorship of the film 
“Transitions” and for the theatre to be named the “CN Imax 
Theatre” for a period of 40 years commencing May 2, 1986. 
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In return for these rights, CN has paid the Corporation $5 
million which has been allocated wholly against construction 
costs. 


5. Commitment—Trade and Convention Centre 


During the year, the Government of Canada and the Province 
of B.C. signed an agreement in which the Province of B.C. will 
take over and operate the Trade and Convention Centre starting 
in July 1987. 

Under the signed agreement, the Government of Canada 
agreed to do the following: 

¢ Complete construction and outfit the Trade and Convention 

Centre at the Corporation’s cost which is estimated to be 
$17.5 million. 

¢ Pay $1 million to the Province of B.C. in July 1987. 

¢ Lease to the Province of B.C., at a nominal consideration of 

$1, space in the Canada Place project for the Trade and Con- 
vention Centre including pre-function areas, meeting rooms 
and retail space for a term of 20 years with renewal options 
for three successive similar terms. 


6. Operating Expenses and Revenues—Canada Pavilion 


Expenses and revenues attributable to the period of operation of 
the Canada Pavilion at Expo 86 follow: 


Defer- Cumu- 
red at lative to 
March 31, March 31, 
1986 1987 1987 
(in thousands of dollars) 
Expenses 
Construction and Exhibitry ............ 31,417 6,325 37,742 
Inia xplnea (rere eee eese ene: 4,884 $30 5,414 
General administration ................... 3,877 1,619 5,496 
Culturaliprogramsme.-.se ee ee 2,985 5,448 8,433 
Public:atfatrsees eee 2,054 2B 4,785 
Operations eater ee ree ore 1,700 7,295 8,995 
Building Management..................... 35222 35222 
Commissioner General.................... 458 1,615 2,073 
Royalty Fees—Expo’86 0.0.0.0... 830 830 
Exhibitry Disposal Proceeds........... (42) (1,729) (1,771) 
47,333 27,886 75,219 
Revenues 

Sponsorships eee eee 3,576 774 4,350 
Foodkairand Retail ee 45 4,957 5,002 


3,621 5,731 9,352 


. Contractual obligations 


At March 31, 1987, the construction and related costs to com- 
plete the project including conversion costs are estimated at $7.3 
million of which approximately $3.7 million has already been 
committed. 


. Long-term lease commitment 


The Corporation has entered into a long-term lease agreement 
for the Imax projection system. The future minimum lease pay- 
ments by fiscal year are as follows: 


(in 
thousands 
of 
dollars) 
LOS Siar tna re Riper ee OO ENG Ok ebeoh ans aU E RN are, 740 
TOS Oe eee oreo ereera ye tae pre rag ean As coe ly ON 162 
LO Oe ere UU ee RRM LN beter en atta: MAK R, ARE ela 162 
Noe I a ed ope Stree oe a oy ee ae ee ce Oe ne 162 
BOO Direct rte tant Pa recente, Veet te tes oS Bye 162 


66 


CANADA HARBOUR PLACE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


oF 


10. 


Retirement plan 


Because of the term nature of the project, the Corporation has 
agreed to make annual payments for certain employees to retire- 
ment plans of their choice and to provide for a retiring allowance 
to senior officers. These benefits are equivalent to 82% of the 
annual salary for each of these employees and officers. 


Related party transactions 


The Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown 
corporations. 

The Corporation is dependent on the Government of Canada 
for working capital and to finance expenditures. . 

All significant related party transactions are disclosed in Notes 
3 and 4. Certain components of the Canada Pavilion and 
increased federal activities in support of Expo 86 that have been 
provided directly by departments, agencies and Crown corpora- 
tions are not reflected in these financial statements. The Corpora- 
tion also enters into transactions with departments, agencies and 
Crown corporations in the normal course of business. 
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SUMMARY PAGE 


CANADA LANDS COMPANY LIMITED 


MANDATE 


The Canada Lands Company Limited has the mandate to hold certain leases for a property in London, England and 
two properties on Indian reserves in Canada. It is also the shareholder in three subsidiary corporations. 


BACKGROUND 


Formerly the Public Works Lands Company, the corporation is not active; it transacts no business. It has three 
subsidiaries, Canada Lands Company (Mirabel) Limited, Canada Lands Company (Le Vieux-Port de Montréal) 
Limited and Canada Lands Company (Vieux-Port de Québec) Inc. 


CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Confederation Heights 
Riverside Drive 
Ottawa, Ontario 


KIA 0M2 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1956; by letters patent; reorganized under the Canada Corporations 
OF INCORPORATION Act, September 19, 1977. Certificate of Continuance under the 
Canada Business Corporations Act July 7, 1981. 
CHIEF EXECUTIVE OFFICER Robert Giroux 
AUDITOR The Auditor General of Canada 


FINANCIAL INFORMATION. 


The corporation’s financial year ends March 31. No value is assigned in its accounts to any of its assets; the accounts 
of its subsidiaries are reported separately and are not consolidated with those of this corporation since it is not likely 
to benefit from any increase in the equity of the subsidiaries. 
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CANADA LANDS COMPANY LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined, in accordance with generally accepted auditing 
standards, the balance sheet of Canada Lands Company Limited as at 
March 31, 1987. In my opinion, it presents fairly the financial position 
of the Corporation at that date in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding years. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the balance sheet 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the articles and by- 
laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 19, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 


Investments (Notes 2(a), 2(b) and 2(c)) 


Approved by the Board: 


ROBERT J. GIROUX 
President 


SHAREHOLDER EQUITY 


Capital stock (Note 2(d)) 
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PUBLIC ACCOUNTS, 1986-87 
CANADA LANDS COMPANY LIMITED—Continued 


NOTES TO FINANCIAL STATEMENT 
MARCH 31, 1987 


1. Authority and activities 


The Canada Lands Company Limited, an agent corporation, 
originally named Public Works Lands Company Limited, was 
incorporated under the Companies Act on March 7, 1956. It was 
added to Schedule C to the Financial Administration Act on May 
17, 1979 and listed as a parent Crown corporation on June 29, 
1984 in Schedule C, Part I of the Financial Administration Act. 

The Corporation has, by virtue of its letters patent of incorpora- 
tion, the power to acquire, purchase, lease, hold, improve, man- 
age, exchange, sell, turn to account or otherwise deal in or dispose 
of real or personal property or an interest therein. However, it has 
been used only to hold, in trust for other departments, certain 
leasehold interests in one property in London, England, and two 
properties on Indian reserves in Canada. Funding for these leases 
are borne by other departments. 


2. Significant accounting policies 


(a) Investments in subsidiaries 


The Corporation wholly-owns the following three subsidiary 
corporations: 

Canada Lands Company (Mirabel) Limited 

Canada Lands Company (Vieux-Port de Québec) inc. 
Canada Lands Company (Le Vieux-Port de Montréal) Lim- 
ited. 

The shares have been acquired in consideration of services 
rendered. 


(b) Other investments 


The Corporation holds two out of the three issued shares of 
the Canada Museums Construction Corporation Inc. The 
third share is held by the Minister of Public Works; however, 
control of this corporation lies with the Minister of Public 
Works through a shareholders’ agreement. 


(c) Exclusion of subsidiaries from consolidation 


The financial statements of the subsidiaries are excluded 
from consolidation because increases in their equity are not 
likely to accrue to the parent. 

On January 22, 1987, the Governor General in Council 
declared that certain sections of the Financial Administration 
Act apply to the subsidiaries as if each of these corporations 
were a parent Crown corporation set out in Schedule C, Part 
I of the Act. Pursuant to this Order, these subsidiaries are 
required to submit their corporate plans, operating and capi- 
tal budgets, summaries of the plans and budgets and annual 
reports in accordance with the Act. 


(d 


— 


Capital stock 


The Corporation is authorized to issue three shares which 
shall not be transferred to any person other than a person 
approved by the Minister of Public Works. The authorized 
shares have been issued in consideration of services rendered 
and are held in trust for Her Majesty in right of Canada by 
the Minister of Public Works. 


3. Financial statement 


The Corporation has not been involved in any financial transac- 
tions. As a result, the balance sheet has nil balances and no other 
financial statement is presented. 
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CANADA LANDS COMPANY LIMITED—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined, in accordance with generally accepted auditing 
standards, the balance sheets of Canada Lands Company Limited as at 
March 31, 1982 to 1986. In my opinion, they present fairly the finan- 
cial position of the Corporation at those dates in accordance with gen- 
erally accepted accounting principles applied consistently. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the balance sheets 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the articles and by- 
laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
December 16, 1986 


BALANCE SHEETS AS AT MARCH 31 


a A 
ore enka awa eer" 


SHAREHOLDER 
ASSETS 1986 1985 1984 1983 1982 EQUITY 1986 1985 1984 1983 1982 
$ $ $ $ $ $ $ $ $ $ 
Investments (Notes Capital stock (Note 
2(a)yand)2(b))iee 2(d) 28 Ae ae 


pipet Te Te 
Approved by the Board: 


ROBERT J. GIROUX 
President 
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CANADA LANDS COMPANY LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENT 
MARCH 31, 1986 


1. Authority and activities 


The Canada Lands Company Limited, an agent corporation, 
originally named Public Works Lands Company Limited, was 
incorporated under the Companies Act on March 7, 1956. It was 
added to Schedule C of the Financial Administration Act on May 
17, 1979 and listed as a parent Crown corporation on June 29, 
1984 in Schedule C, Part I of the Financial Administration Act. 

The Corporation has, by virtue of its letters patent of incorpora- 
tion, the power to acquire, purchase, lease, hold, improve, man- 
age, exchange, sell, turn to account or otherwise deal in or dispose 
of real or personal property or an interest therein. However, it has 
been used only to hold, in trust for other departments, certain 
leasehold interests in one property in London, England, and two 
properties on Indian reserves in Canada. Funding for these leases 
are borne by other departments. 


2. Significant accounting policies 


(a) Investments in subsidiaries 


The Corporation wholly-owns the following three subsidiary 
corporations: 


Canada Lands Company (Mirabel) Limited 
Canada Lands Company (Vieux-Port de Québec) inc. 


Canada Lands Company (Le Vieux-Port de Montréal) Lim- 
ited. 


The shares have been acquired in consideration of services 
rendered. 


(b) Other investments 


The Corporation holds two out of the three issued shares of 
the Canada Museums Construction Corporation Inc. The 
third share is held by the Minister of Public Works; however, 
control of this corporation lies with the Minister of Public 
Works through a shareholders’ agreement. 


For the years ended March 31, 1982 to-1984, the Corpora- 
tion held two out of the three issued shares of Canada Har- 
bour Place Corporation. However, control of this corporation 
lay with the Minister of State for Social Development. On 
August 31, 1984, these two shares were transferred to the 
Minister of Transport. 


Exclusion of subsidiaries from consolidation 


(c 


— 


The financial statements of the subsidiaries are excluded 
from consolidation because increases in their equity are not 
likely to accrue to the parent. 


(d 


~— 


Capital stock 


The Corporation is authorized to issue three shares which 
shall not be transferred to any person other than a person 
approved by the Minister of Public Works. The authorized 
shares have been issued in consideration of services rendered 
and are held in trust for Her Majesty in right of Canada by 
the Minister of Public Works. 


3. Financial statement 


The Corporation has not been involved in any financial transac- 
tions. As a result, the balance sheets have nil balances and no 
other financial statement is presented. 
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SUMMARY PAGE 


CANADA LANDS COMPANY (MIRABEL) LIMITED 


MANDATE 


Administer, pending disposition, and sell on behalf of the Crown, properties peripheral to the airport called Montreal 
North. 


BACKGROUND 
Since July 1982, the corporation has managed the lands which the Crown had acquired for the international airport 


at Mirabel but which were not required for the functioning of the airport. A program for the sale of all those 
properties has been developed and is being implemented by the corporation. 


CORPORATION DATA 


HEAD OFFICE 9850 Belle Riviére 
P.O. Box 180 
Mirabel, Quebec 
JON 1S0 
STATUS — Not an agent of Her Majesty 


— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it is a parent Crown corporation. 


APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 

YEAR AND MEANS 1981; by Canada Lands Company Limited, under the Canada 
OF INCORPORATION Business Corporations Act. 

CHAIRMAN AND CHIEF Pierre Hardy 

EXECUTIVE OFFICER 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


POLAL AA SSETS tien iis tence mare each ani ch gids ee een ca ene 5.4 32 5.0 4.8 

Obligations#o the privatesecton yi... 71a cack deel ca ee nil Le 0.1 0.3 

Obligations to.Canaday se eo one een oe ae nil ya 4.3 3.8 

Pgitity of Canadas ac meters nonce Minster, ae ee nil nil nil nil 
Cash from Canada in the period 

== DRURE LAT Vel C Lea hen earns ee he ACR ee eee ne 6.8 2.4 aw 23 


== NON-OUC POLAT Y ate eter ct ates acnenr aaa oon ne ae ena nil nil nil nil 
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CANADA LANDS COMPANY (MIRABEL) LIMITED 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1987 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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SUMMARY PAGE 


CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 


MANDATE 


Promote the development of the lands of Le Vieux-Port de Montréal and develop them; administer, manage and 
maintain Crown property there. 


BACKGROUND 


Since February 1982, the corporation has managed the Crown lands at Le Vieux-Port, including lands transferred to 
the Crown in 1983 from Canada Ports Corporation. Planning and consultation with the public and with the other 
levels of government have resulted in plans for major developments on the lands. Those plans are at present a 
significant issue for the various governments. 


CORPORATION DATA 


HEAD OFFICE 333 rue de la Commune ouest 
Montreal, Quebec 
H2Y 2E2 

STATUS — Not an agent of Her Majesty 


— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it is a parent Crown corporation. 


APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 

YEAR AND MEANS 1981; by Canada Lands Company Limited, under the Canada 
OF INCORPORATION Business Corporations Act. 

CHAIRMAN AND CHIEF Roger Beaulieu 

EXECUTIVE OFFICER 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


Gta LBS SSCtS ipo tae ce Rite oe en mnt re Ree raat 0.6 1.9 SA) 1.8 

@bligationstto:theyprivatesector -s5ic.0 eres woneeeeewarestantens nil nil nil nil 

@bligationstto(Ganada vnc ccy eee een cee 0.1 nil nil nil 

Eauiiveon Gama aires ere ccd cee cons sae earns aaremaneen eee nil nil nil nil 
Cash from Canada in the period 

TUN SCIAI Wel ca rice atonement eee Mera oi) 549 31.6 12.6 


PeeON FOU C EADY) Ce eee ae ee er ene nil nil nil nil 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company (Le 
Vieux-Port de Montréal) Limited as at March 31, 1987 and the state- 
ments of transactions and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 28, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


————————_———————————————— eee 
————  oo—“——osSsSsSsSss———eeeaoeoeoeemaoeewoesesoaoeoeoeoeoooqoqquwouuuquqqqeeeeeeeeeeeeee 


ASSETS 1987 1986 LIABILITIES 1987 1986 

$ $ $ $ 
Cash and temporary investments .............cccccccccecscsceeeeeess 382,388 1,544,657 Accountsipayableseeemeeemte os cuacss yes eneeteicsecceen 408,912 1,607,019 
mccounts recelva Diemem ae tnae ce tei im eens 101,741 44,000 Due to Minister of Public Works (Note 4)... 215,766 285,505 
Due from Receiver General for Canada (Note 3) ......... 124,748 288,795 624,678 1,892,524 
EeCDAIGteXPENSeSmens tenner ete ee ene 15,801 15,072 


SHAREHOLDER’S EQUITY 


Capitalistock. (Notes) heme meets ee eee ee 
624,678 1,892,524 624,678 1,892,524 


Approved by the Board: 


ROGER BEAULIEU 
Director 


BENOIT LEMAY 
Director 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 


CARRIED OUT AS AGENT AND ON BEHALF OF THE 


MINISTER OF PUBLIC WORKS 


FOR THE YEAR ENDED MARCH 31, 1987 


Expenditures 

Operating 
Maintenance Ol propentye nee eee 
Permanent personneless tence reer net 
I NCaVESTT VR ELITOS Ng. soe -nn sneeeccnnaoncaconceeincecr cea nonsbeede toed 
Communications and animation ....................06 
Professionaliservices srs saere atest: 
Bad Gébtisess 3.650 See ee oes aoe 


COPLEY Ls Ate reer a cere Lae aac eoea Ba EctECE 
SLhOtaliofexPeNSeSreese mere ett tet rnasete teeters 


Proceeds from other than the direct use of fixed 
assets 
COnCESSTONS HAR Se eh We A toes coe sates 
Interest, related principally to the receipt of 
parliamentary appropriations in advance of 
TCO SRA ec cette Me ge Norte St Acs aeons teas 


Net expenditures to be funded (Note 4) ........0.... 


Cumulative net expenditures since November 26, 
POS cree beeen ents kc aeancn oer aa ister 


Proceeds from the direct use of fixed assets 
Rentals to be remitted (Note 3)...........::eeee 


Cumulative direct proceeds since November 26, 
1.98 -mccscezrsensreenertaceccasmnetiance Ree ARTI 


Excess of net expenditures over direct proceeds 
Rortheyeat. cr curren sacas te snr scwas nawcnsneredns 


Cumulative since November 26, 1981 ..............0.4. 


853,271 
629,199 
418,904 
388,142 
320,547 


2,610,063 
1,139,026 


3,749,089 


340,179 


61,071 
1,100 


402,350 
3,346,739 


60,581,634 


184,077 


612,238 


3,162,662 


59,969,396 


737,856 
765,241 
393,049 
359,156 
264,524 
130,223 


2,650,049 
4,404,754 


7,054,803 


74,957 


310,524 
279 


385,760 
6,669,043 


57,234,895 


109,142 


428,161 


6,559,901 


56,806,734 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Operating activities 
Transactions carried out as agent and on 
behalf of the Minister of Public Works 
Operatinsiexpenses: sitar: secre eet es 2,610,063 2,650,049 
Proceeds from other than the direct use of 
fIXECASSCLS sok ren tee es (402,350) (385,760) 
Proceeds from the direct use of fixed assets (184,077) (109,142) 
Remittances to the Consolidated Revenue 
Rundlys, sc ace teceedee een bea. cee nee 20,030 113,594 
2,043,666 2,268,741 
Increase (decrease) in accounts receivable....... 57,741 (63,406) 
[Increase imprepaidrexpensess. sr. ere: 29 6,854 
Decrease in accounts payable ................ 1,198,107 4,103,328 


3,300,243 6,315,517 


Investing activities 


Capital expenses carried out as agent and on 
behalf of the Minister of Public Works ........ 1,139,026 4,404,754 


Financing activities 
Parliamentary appropriation |... (3,277,000) (8,405,968) 


Cash and temporary investments 


Decrease for the year cence ee ecese encase (1,162,269) (2,314,303) 
Balance at beginning of the year... 1,544,657 3,858,960 
Balancevat end of the veaniee. ee. eee ee 382,388 1,544,657 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987 


1. Authority and activities 


Canada Lands Company (Le Vieux-Port de Montréal) Limited 
was incorporated on November 26, 1981 under the Canada Busi- 
ness Corporations Act and is a wholly-owned subsidiary of 
Canada Lands Company Limited, a Crown corporation named in 
Part I of Schedule C to the Financial Administration Act. 

Effective February 1, 1982, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for developing and for promoting the development of the lands of 
Le Vieux-Port de Montréal, and for administering, managing and 
maintaining the property of Her Majesty located therein. The 
Corporation fulfills this responsibility in the name and for the 
account of the Minister of Public Works who continues to hold 
title to the fixed assets for the benefit of Her Majesty. 


2. Significant accounting policies 


(a) Financial statement presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rental revenues, are payable to the Receiver General for 
Canada. 

Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987—Concluded 


(b) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also 
include costs of demolishing structures. 


(c) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under the 
salary administration policy of the Corporation. The cost of 
these benefits is recorded in the year in which they are 
earned by the employees. The estimated liability resulting 
from this policy is included in accounts payable. 


(d 


— 


Retirement savings plan 


The Corporation has established a group retirement savings 
plan under which a single trust was established with a private 
sector organization in order to accumulate contributions to 
provide a retirement income for the employees through © 
individually registered retirement savings plans. All contribu- 
tions are paid by the employees, the Corporation acting solely 
as an agent without incurring any liability. 


3. Due from Receiver General for Canada 


1987 1986 
$ $ 
Balance receivable at beginning of the year ................ 288,795 284,343 
Direct proceedsits.§ Moe. Pee, RAP SECON, a eee 184,077 109,142 
104,718 175,201 
Remittances to the Consolidated Revenue Fund ......... 20,030 113,594 
Balance receivable at end of the year............ccececeeeeee 124,748 288,795 
4. Due to Minister of Public Works 
1987 1986 
$ $ 
Balance payable (receivable) at beginning 
Of thenvearme ue een suet tek Aen 285,505 (1,451,420) 
INCHEXDeNGLUU TES see nena ene eee (3,346,739) (6,669,043) 
(3,061,234) (8,120,463) 
Less: 
funds drawn from Department of Public 
Works for Canada Lands Com- 
pany (Le Vieux-Port de Montréal) 
Limited 
WV Otee OunelOS Sen teeyre aero wee 2,512,000 
WVotera Sine] 986 urn coc e eee 6,029,350 
VOte ONES OTe mewn ee 3,277,000 
KElim DULSCMMEN(S anes eene at ae eee (135,382) 
3,277,000 8,405,968 
Balance payable at end of the year............... 215,766 285,505 


5. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 
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SUMMARY PAGE 


CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


MANDATE 


Implement a general development plan for certain lands of the Vieux-Port de Québec; administer, manage, promote 
and operate those lands and their developments. 


BACKGROUND 


Since August 1, 1981, the corporation has developed and managed the Crown lands of the Vieux-Port; for two years, 
ending February 27, 1986, it held, managed and directed a further parcel of Vieux-Port land and the improvements 
on it. 


CORPORATION DATA 
HEAD OFFICE 112 Dalhousie Street 
P.O. Box 95, Station B 
Quebec City, Quebec 
G1K 7A1 
STATUS — Not an agent of Her Majesty 
— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it is a parent Crown corporation. 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1981; by Canada Lands Company Limited, under the Canada 
OF INCORPORATION Business Corporations Act. 
CHAIRMAN AND CHIEF Robert Labbé 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


ota eA sets encregts Ga ae Ae eee at eel ce 1.8 20* LS 14.5 

Obligations to thes private seCtOl er. cca eee nil nil nil nil 

Obligations to:Ganada yy st6 5 naetececs oe ae a ean 0.9 0.4 0.4 nil 

Equityot Canadas se. sr terre eres ier eee ae 0.2 0.2 3.8 nil 
Cash from Canada in the period 

set UO SOLA Tuer ete aye er ate aren a ree pene see 0 Se 27.0 ozs 

== NOW DUGRELAT Vitae aagsisae eae ee ee ee nil nil nil nil 


Lands and improvements returned to Canada in the period had been recorded in the corporation’s accounts at a 
value of $3.6 million. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Vieux-Port de Québec) inc. as at March 31, 1987 and the statements 
of operations and retained earnings, contributed surplus, transactions 
and changes in financial position for the year then ended. My exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the years then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, and the agreement between the Cor- 
poration and Her Majesty in Right of Canada represented by the Min- 
ister of Public Works. 


Raymond Dubois, C.A. 
Deputy Auditor general 
for the Auditor General of Canada 
Ottawa, Canada 
June 26, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
SS 


ASSETS 1987 1986 LIABILITIES 1987 1986 

$ $ $ $ 
Cash and term deposit............. Mee tees, saceecon eececs tr tar, ena 924,217 1,079,467 ESCCOUNTS | Daya le weeeras weme earn tee rere ee eer ee cee 643,864 1,276,220 
Eccolnts receivable (Note:3) use eee 862,537 784,858 Due to Receiver General for Canada (Note 4) .............. 657,623 
Due from Receiver General for Canada (Note 4) ......... 120,465 Due to Minister of Public Works (Note 5) .......ccc000000.-. 281,857 505,160 


1,583,344 1,781,380 
SHAREHOLDER’S EQUITY 
Gapitalistocks(Note:6) cers eae eee eee eee 


Contributedisucpluswee ae eee eee 178,250 178,250 
JSST Sta RAVES ssn ccecsosaseco sameness eocensseoconescesescre trecoras: 25,160 25,160 
1,786,754 1,984,790 1,786,754 1,984,790 


Approved by the Board: 


ROBERT LABBE 
Director 


COLETTE SAVARD 
Director 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


STATEMENT OF TRANSACTIONS 

CARRIED OUT AS AGENT AND ON BEHALF OF 
THE MINISTER OF PUBLIC WORKS 

FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Expenditures 
Expenditures incurred for goods received or ser- 
vices rendered 
Operating 
Administration, finance and property ............. 3,246,178 3,580,516 
Public affairs and animation ........................0- LelsOsont 1,248,021 
Management:siofticemem nests eee 293,641 340,981 
4,710,570 5,169,518 
Capital gas ce cc ante eee eget are 704,453 616,819 
A ROLE Vy ach Use a i Ben Are Ate Be ae ted eee a ee 5,415,023 5,786,337 
Proceeds from other than the direct use of fixed 
assets 
AnIMAationie. eee Metre ere mel ncne ane crernee 302,612 
Interest, related principally to the receipt of 
parliamentary appropriations in advance of 
NCCAS ht Oe Med ee te, paneer Date ete 88,120 160,942 
Other proceeds) ewe eee ee rere ees 3,373 9,049 
394,105 169,991 
Net expenditures to be funded (Note 5) ............... 5,020,918 5,616,346 
Cumulative net expenditures since April 9, 1981... 99,772,748 94,751,830 
Proceeds from the direct use of fixed assets 
Rentals to be remitted (Note 4)... 778,088 713,788 
Cumulative direct proceeds since April 9, 1981... 2,512,927 1,734,839 
Excess of net expenditures over direct proceeds 
Ont henry Carers tec eee eter ere eer 4,242,830 4,902,558 
Cumulative since April 9, 1981... 97,259,821 93,016,991 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1987 (NOTE 1) 


1987 1986 
$ $ 
(11 months) 
Rental revenesitaeen cease eeu tee ree eee 392,330 
Expenditurestse 5 cs oc ate anes ee ee 382,087 
INetincome fomthe cate te ee ee en ee 10,243 
Retained earnings at beginning of the year ............. 25,160 14,917 
Retained earnings at end of the year.................8. 25,160 25,160 


STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 


$ $ 
Balancetatibeginningiof the yearin....sc.tinesvercsecseees 178,250 3,790,000 
Rixediassetsiretroceded to} anaganemum tne ne 3,611,750 
Balance at end of the year 178,250 178,250 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Operating activities 
Transactions carried out as agent and on behalf 
of the Minister of Public Works 
Operating expenditures: vena eee re ee 4,710,570 5,169,518 
Proceeds from the direct use of fixed assets... (778,088) (713,788) 
Proceeds from other than the direct use of 
fixediassetswi Fae scutes oe (394,105) (169,991) 
Remittances to the Consolidated Revenue 
Fund. #\secr ae Beata eee 766,713 
Results for the year 
INet income ol; thesyeates eet eee (10,243) 
Non-cash item 
Depreciation}...2 2 aU See See (81,700) 
3,538,377 4,960,509 
Increase (decrease) in accounts receivable .......... 77,679 (300,967) 
Decrease in accounts payable......0.0.0.0.0..cee 632,356 1,719,602 
4,248,412 6,379,144 
Investing activities 
Capital expenses carried out as agent and on 
behalf of the Minister of Public Works............ 704,453 616,819 


Financing activities 
Parliamentary appropriation .........0...0..:..:ccee (4,797,615) (5,660,970) 
Cash and term deposit 


Decrease:forthe: yeatin sacs ee ee 155,250 1,334,993 
Balance at beginning of the year...............ccce 1,079,467 2,414,460 
Balance’at.endiof the,syeaty eos een een 924,217 1,079,467 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and activities 


Canada Lands Company (Vieux-Port de Québec) inc. was 
incorporated on April 9, 1981 under the Canada Business Corpo- 
rations Act and is a wholly-owned subsidiary of Canada Lands 
Company Limited, a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. 


Effective August 1, 1981, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for the implementation of a general development plan for the 
lands of the Vieux-Port de Québec under its jurisdiction and for 
administering, managing, promoting and operating such lands and 
their developments. The Corporation fulfils this responsibility in 
the name and for the account of the Minister of Public Works 
who continues to hold title to the fixed assets for the benefit of 
Her Majesty. 


From February 9, 1984 to February 27, 1986, the Corporation 
was responsible for its own account for the management, charge 
and direction of a parcel of land together with the improvements 
thereon which had been transferred to it, subject to certain limit- 
ing conditions, by order of the Governor General in Council on 
February 9, 1984. This property was retroceded on February 27, 
1986, 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.— Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


2. Significant accounting policies 


(a) Financial statements presentation 


The Statement of Operations presents the transactions car- 
ried out by the Corporation for the management, charge and 
direction of the assets held from February 9, 1984 to Febru- 
ary 27, 1986 for the benefit of Her Majesty. 


The Statement of Transactions presents transactions carried 
out by the Corporation as agent and on behalf of the Minis- 
ter of Public Works. All expenditures, net of proceeds from 
other than the direct use of fixed assets, are reimbursable to 
the Corporation. Proceeds from the direct use of fixed assets, 
principally rentals, are payable to the Receiver General for 
Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b 


— 


Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered or owned by the Corporation. They 
also include costs of acquiring and demolishing structures. 


(c) Fixed assets and depreciation 


Fixed assets transferred free of charge from Canada on Feb- 
ruary 9, 1984 were recorded at their current value at the date 
of transfer, with the offset being credited to contributed sur- 
plus. Depreciation was calculated under the straight line 
method using a rate of 2.5% per annum based on the 
estimated useful life for the main structure of the building. 


These were retroceded free of charge to Canada on February 
27, 1986. The retrocession of these fixed assets was recorded 
at their net book value. 


3. Accounts receivable 


The accounts receivable include the following amounts: 


1987 1986 
$ $ 
Publiciservicesiorganization...........0..400...... 471,929 468,368 
CanadasPorts, Corporations accreted. oe 175,000 175,000 
CO) ENG PS SaPe ee IR eM aH eee BE den ne we ann elec ste. 215,608 141,490 
862,537 784,858 


The amount receivable from the public services organization is 
for specific work carried out by the Corporation during the year 
1982-83. The related cost is recoverable upon the signing of a 
protocol by the Corporation, the Canada Ports Corporation and 
the organization. The protocol, not yet signed, provides for the 
transfer of certain privileges from the Corporation and the 
Canada Ports Corporation. The work is completed for all practi- 
cal purposes. The Corporation has not yet decided to transfer the 
privileges requested by the organization. It is possible that the 
Corporation may not recover the related cost and would have to 
account for it as a capital expenditure. 


The amount receivable from the Canada Ports Corporation 
derives from a protocol providing for the reimbursement to the 
Corporation of expenditures it incurred for work carried out 
inside the strip of land upon which the Canada Ports Corporation 
has operational jurisdiction. This protocol provides that the reim- 
bursement will be made out of a global amount approved by the 
Treasury Board to the Canada Ports Corporation, if there are 


funds remaining available. As at March 31, 1987, the Corpora- 
tion had claimed for the reimbursement of $650,000 for expendi- 
tures incurred mainly during the year 1982-83, of which $475,000 
had been received to that date. Not being able to determine the 
funds remaining available to the Canada Ports Corporation, the 
Corporation cannot establish the additional amount it might 
expect to receive, or any amount up to the $475,000 already 
received it might have to refund. Any difference established at the 
time of the final settlement of this transaction will be accounted 
for as a capital expenditure. 


. Due to (from) Receiver General for Canada 


1987 1986 
$ $ 
Balance at beginning of the year oo... (120,465) (67,540) 
Directsproceeds An eats meant ek a eee eT 778,088 713,788 
657,623 646,248 
Remittances to the Consolidated Revenue Fund . (766,713) 
Balanceratrendiofthe years st eee tee 657,623 (120,465) 
. Due to Minister of Public Works 
1987 1986 
$ $ 
Balance at beginning of the year o........cccecce. 505,160 460,536 
INctlexpendituress cme © meet eee ene 5,020,918 5,616,346 


4,515,758 5,155,810 
Less: funds drawn from Department of Public 
Works vote for Canada Lands 
Company (Vieux-Port de Québec) inc. 


Vote A0linvl9 85-86 oe eee ieee eas 283,615 5,660,970 
Votes cin 8 G=S7 samen ene entrees 4,514,000 
~ 4,797,615 5,660,970 
Balance atendiofthe;vea rae ee ee 281,857 505,160 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada and which may not 
be transferred without the consent of the Governor in Council. 
The authorized share has been issued in consideration of services 
rendered. 


. Contingencies 


The Corporation and the corporation Québec 1534-1984 signed 
a protocol of general understanding determining the rights and 
obligations of each party for the staging in 1984 of a festive event 
and for the use of the site and of the equipment under the jurisdic- 
tion of the Corporation. Under the terms of the agreement, the 
Corporation has not granted the right to use the totality of the 
site, reserving for itself some premises that it might rent for com- 
mercial purposes. Leases were signed but, because of poor attend- 
ance, several were modified, cancelled or abandoned. The Corpo- 
ration has received claims arising from those leases and from 
other activities, for a total in excess of $3.3 million, and more may 
be received. Management is of the opinion that these claims will 
not result in any significant financial responsibility for the Corpo- 
ration. 


. Disposal of lands 


The Corporation has embarked in a program under which it 
should dispose in the short term of the lands under its responsibil- 
ity to public sector organizations or to private interests. 


er 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Vieux-Port de Québec) inc. as at March 31, 1986 and the statements 
of operations and retained earnings, contributed surplus, and of trans- 
actions for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, and the agreement between the Cor- 
poration and Her Majesty in Right of Canada represented by the Min- 
ister of Public Works, except that the Corporation did not maintain 
proper books of account and records and financial control and infor- 
mation systems from which it may prepare its financial statements. To 
prepare the financial statements as at March 31, 1986, it was neces- 
sary, as compensatory procedures, to analyse certain transactions 
which had not been reflected fairly in the accounts and those which 
were recorded in the subsequent year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
December 24, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


Nias! od of isdh Soariie ® bute) OF Desi oi 108 0 NOUR XK) il) SS See 


ASSETS 1986 1985 LIABILITIES 1986 1985 

$ $ $ $ 
Caserta eh et ranesess Peete eee oe oat 1,079,467 2,414,460 NCCOUNTS Payable (INOLe |S) mete nemetten semen terrors 1,276,220 2,995,822 
AGcounts Tecelvable (INOte Sera ee ereeee reer: 784,858 1,085,825 Due to Minister of Public Works (Note 6)...........00- 505,160 460,536 
Due from Receiver General for Canada (Note 4) ......... 120,465 67,540 1,781,380 3,456,358 
FixediaSsetsiern cence crc eee eee eee ea eb ee 3,693,450 


SHAREHOLDER’S EQUITY 
Capital stock (Note 7).........ccccesccreteteessttessecsseessserensneacne 


ConiribULedsSUn DIU S terse eee eee ree ere 178,250 3,790,000 
Retained earnings (2 ....0 cn. shag Domitian deerme cats 25,160 14,917 
1,984,790 7,261,275 1,984,790 7,261,275 


Approved by the Board: 


ROBERT LABBE 
Director 


COLETTE SAVARD 
Director 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


STATEMENTS OF OPERATIONS NOTES TO THE FINANCIAL STATEMENTS 
AND RETAINED EARNINGS MARCH 31, 1986 

FOR THE YEAR ENDED MARCH 31, 1986 Paexnihoriivand act 

(NOTE 1) : y and activities 


Canada Lands Company (Vieux-Port de Québec) Inc. was 
incorporated on April 9, 1981 under the Canada Business Corpo- 


1986 1985 rations Act and is a wholly-owned subsidiary of Canada Lands 
(11 months) (12 months) Company Limited, a Crown corporation named in Part I of 

$ $ Schedule C to the Financial Administration Act. 
Rental Samet cence re ere eens Gate SS iiss saeco 392,330 408,335 Effective August 1, 1981, pursuant to an agreement between 
BI CAUINg ANC ISCiv CCS weetene eee ee eee nee 149,392 145,616 the Corporation and Her Majesty in Right of Canada represented 
Srants iniliculofitaxesasmseeee to eee 108,687 112,682 by the Minister of Public Works, the Corporation is responsible 
Depreciation Bee Sana caes Se Rate Baths ee BSS. es ee 81,700 89,125 for the implementation of a general development plan for the 
cpairs.andymaintenance a= sets 6 eee 42,308 45,244 lands of the Vieux-Port de Québec under its jurisdiction and for 
382,087 392,667 administering, managing, promoting and operating such lands and 
their developments. The Corporation fulfils this responsibility in 
NCINCOME etn etic k ee at eer eee 10,243 15,668 the name and for the account of the Minister of Public Works 


who continues to hold title to the fixed assets for the benefit of 


SY CAT Bot res: tho Renter. «Re ccc cs Srulschstungedllee teacat en worseites 14,917 (751) Her Majesty. 
Retained earnings at end of the year oo... 25,160 14,917 BromuFebrien a ost Fepruary 27 s1o8e the roby Fie 
was responsible for its own account for the management, charge 
STATEMENT OF CONTRIBUTED SURPLUS and direction of a parcel of land together with the improvements 
FOR THE YEAR ENDED MARCH 31, 1986 thereon which had been transferred to it, subject to certain limit- 
ing conditions, by order of the Governor General in Council on 
February 9, 1984. This property was retroceded on February 27, 
1986 1985 1986. 
$ $ . “oC . fafa, 
Balance at beginning of the year o.........ccccccccscecseseeceseesees 3,790,000 3,790,000 2. Significant accounting policies 
Fixed assets retroceded to Canada ..........cccccccccccccceecevecees 3,611,750 (a) Financial statements presentation 
Balanceat endiolithery ea lesan etree ee ent 178,250 3,790,000 The Statement of Operations presents the transactions car- 
ried out by the Corporation for the management, charge and 
STATEMENT OF TRANSACTIONS direction of the assets held from February 9, 1984 to Febru- 
CARRIED OUT AS AGENT AND ON BEHALF OF ary 27, 1986 for the benefit of Her Majesty. 
THE MINISTER OF PUBLIC WORKS The Statement of Transactions presents transactions carried 
FOR THE YEAR ENDED MARCH 31, 1986 out by the Corporation as agent and on behalf of the Minis- 
ter of Public Works. All expenditures, net of proceeds from 
1 One other than the direct use of fixed assets, are reimbursable to 
the Corporation. Proceeds from the direct use of fixed assets, 
$ $ principally rentals, are payable to the Receiver General for 
Expenditures Canada. 


Expenditures incurred for goods received or ser- 
vices rendered 
Operating 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 


Administration, finance and property ............. 3,321,031 2,686,504 poration as due from or due to the Minister of Public Works. 
Public affairs and animation ............................ 1,248,021 1,188,875 ; : 
Management siofficee ste tenn 340,981 541,085 (b) Expenditures of a capital nature 
Planning and development ..............0.ccccccccces 259,485 296,946 Expenditures of a capital nature represent costs which sig- 
5,169,518 4,713,410 nificantly increase the value or extend the useful lives of 
Sa ital) rumen eee facet ee ne Oot arate ue 616,819 18,132,436 properties administered or owned by the Corporation. They 
Employment program—Job creation .................. 19,584 also include costs of acquiring and demolishing structures. 
Wucbecd534- 198404 eens ae see 3,407,345 
elt RS Oe 5,786,337 26,272,775 (c) Fixed assets and depreciation 
Fixed assets transferred free of charge from Canada on Feb- 
Proceeds from other than the direct use of fixed ruary 9, 1984 were recorded at their current value at the date 
esscts of transfer, with the offset being credited to contributed sur- 


Interest, related principally to the receipt of 


i ; PAGE ray oe oP plus. Depreciation was calculated under the straight line 

aon So coe eee 160.942 258.720 method using a rate of 2.5% per annum based on the 
Other proceeds........scsssusususivianninnnnvsnne 9,049 '320 estimated useful life for the main structure of the building. 

169,991 259,040 These were retroceded free of charge to Canada on February 

Net expenditures to be funded (Note 6) .....cc..00... 5,616,346 26,013,735 27, 1986. The retrocession of these fixed assets was recorded 


Cumulative net expenditures since April 9, 1981 .. 94,751,830 89,135,484 at their net book value. 


Proceeds from the direct use of fixed assets 


Rentals to be remitted (Note 4) ......ccccccccceeeee 713,788 636,814 
Cumulative direct proceeds since April 9, 1981... 1,734,839 1,021,051 


Excess of net expenditures over direct proceeds 
Bone Veale wa Me ee eee 4,902,558 25,376,921 


Cumulative since April 9, 1981 .......c.cccccceeeeceeees 93,016,991 88,114,433 
= a aa a ea Ne 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


gh 


nN 


Accounts receivable 
The accounts receivable include the following amounts: 


1986 1985 
$ $ 
Public services organization ........0....0::ccceeee 468,368 467,816 
Canada Ports Corporation «0.0.0.0... 175,000 175,000 
Department of Public Works (Note SEM ene. 54,824 
Others) PO 67 AO IN Aes Th VISOR Ee ehh, Io 141,490 388,185 


784,858 1,085,825 


The amount receivable from the public services organization is 
for specific work carried out by the Corporation during the year 
1982-83. The related cost is recoverable upon the signing of a 
protocol by the Corporation, the Canada Ports Corporation and 
the organization. The protocol, not yet signed, provides for the 
transfer of certain privileges from the Corporation and the 
Canada Ports Corporation. The work is completed for all practi- 
cal purposes. The Corporation has not yet decided to transfer the 
privileges requested by the organization. It is possible that the 
Corporation may not recover the related cost and would have to 
account for it as a capital expenditure. 


The amount receivable from the Canada Ports Corporation 
derives from a protocol providing for the reimbursement to the 
Corporation of expenditures it incurred for work carried out 
inside the strip of land upon which the Canada Ports Corporation 
has operational jurisdiction. This protocol provides that the reim- 
bursement will be made out of a global amount approved by the 
Treasury Board to the Canada Ports Corporation, if there are 
funds remaining available. As at March 31, 1986, the Corpora- 
tion had claimed for the reimbursement of expenditures totalling 
$650,000 for expenditures incurred mainly during the year 
1982-83, of which $475,000 had been received to that date. Not 
being able to determine the funds remaining available to the 
Canada Ports Corporation, the Corporation cannot establish the 
additional amount it might expect to receive, or any amount up to 
the $475,000 already received it might have to refund. Any differ- 
ence established at the time of the final settlement of this transac- 
tion will be accounted for as a capital expenditure. 


_ Due from Receiver General for Canada 


1986 1985 
$ $ 
Balance receivable at beginning of the year .......... 67,540 704,354 
Direct proceeds...1:53.4.5..0).. AU GM. 88 3s 713,788 636,814 
646,248 67,540 
Remittances to the Consolidated Revenue Fund 766,713 
Balance receivable at end of the year............ 120,465 67,540 


. Accounts payable 


The accounts payable include an amount of $182,704 due to the 
Department of Public Works as at March 31, 1986 ($54,824 
receivable as at March 31, 1985) as follows: 


1986 1985 
$ $ 
Grants in lieu of taxes paid by the Department 
for the account of the Corporation since Feb- 
THArY ON OSS tect er ernie tes 230,523 121,836 
Rentals received to be reimbursed ................-.00 150,214 
Claim for late delivery of the leased premises ....... 89,546 89,546 
470,283 211,382 
Less: cost of fitting-up premises for renting........... 287,579 266,206 
Due to (due from) at the end of the year ............... 182,704 (54,824) 


—————— 
ool 


6. Due to Minister of Public Works 


1986 1985 
$ $ 
Balance payable (receivable) at begining of the 
VAT ects rouse eC reer eacsneeet acess Sreti 460,536 (242,329) 


5,616,346 26,013,735 
5,155,810 26,256,064 
Less: ae Gn aah ae 
funds drawn from Department of Public 

Works Vote 40 (Votes 15 and 65 in 1985) 
for Canada Lands Company (Vieux-Port de 
Quebec nce eect eee Gare 
funds drawn from Department of Communica- 
tions Vote 10 for the special cultural initia- 


5,660,970 26,516,600 


tives Prograitzcn nese scares an reee 200,000 
5,660,970 26,716,600 
Balance payable at end of the year ou... 505,160 460,536 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada and which may not 
be transferred without the consent of the Governor in Council. 
The authorized share has been issued in consideration of services 
rendered. 


. Contingencies 


The Corporation and the corporation Québec 1534-1984 signed 
a protocol of general understanding determining the rights and | 
obligations of each party for the staging in 1984 of a festive event 
and for the use of the site and of the equipment under the jurisdic- 
tion of the Corporation. Under the terms of the agreement, the 
Corporation has not granted the right to use the totality of the: 
site, reserving for itself some premises that it might rent for com- 
mercial purposes. Leases were signed but, because of poor attend- 
ance, several were modified, cancelled or abandoned. The Corpo- 
ration has received claims arising from those leases, for a total in 
excess of $3.0 million, and more may yet be received. Manage- 
ment is of the opinion that these claims will not result in any sig- 
nificant financial responsibility for the Corporation. 
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SUMMARY PAGE 


CANADA MORTGAGE AND HOUSING CORPORATION 


| MANDATE 


To promote the construction of new houses, the repair and modernization of existing houses and the improvement of 
housing and living conditions. 


BACKGROUND 


Established in 1946, the corporation acts as the government’s agent in the provision of grants, contributions’ and 
subsidies for the advancement of housing and community development. It conducts research and provides policy 
advice to government; it administers the Mortgage Insurance Fund, the prime purpose of which is to ensure an 


adequate supply of mortgage funds for housing, and it lends to groups and individuals for housing purposes and 
invests in housing-related projects. 


CORPORATION DATA 


HEAD OFFICE 682 Montreal Road 


Ottawa, Ontario 
K1A OP7 


STATUS —Schedule C, Part I 
—an agent of Her Majesty, except when s.14 of its Act applies. 


APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 


DEPARTMENT Public Works 


YEAR AND MEANS 1946; by the Central Mortgage and Housing Corporation Act 
OF INCORPORATION (R.S.C. 1970, C-16). 


CHIEF EXECUTIVE George D. Anderson 
OFFICER 


CHAIRMAN Robert E. Jarvis, Q.C. 


AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


| 1986 1985 1984 1983 

| (restated) 

At the end of the year 

ENS NSSS ES bce ene na 9,815 10,051 10,277 10,383 
EP Alizations to the private SECtOM sa. .cescoresassoreccnsdcscssesnssevseveseesze. nil nil nil nil 
PC ANIONS LO Manan. tah. ng eel cee, Sot 9,544 9,802 9,990 10,212 
—SIVWIET 0909 EE EY Bice i eo 50 50 50 50 

_ from Canada in the year 

YUE 0 8 Senet ene 12355 1,656 1,728 1,890 


NS TSUN LV ata Vlg doch k Ny apostle dosent sven dierasv vaen a 22c 293 374 424 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


3. Accounts receivable 
The accounts receivable include the following amounts: 


1986 1985 
$ $ 
Public services organization ............0..0:cceeee 468,368 467,816 
G@anada Ports: Corporatione.f2. ee tpsnor ers 175,000 175,000 
Department of Public Works (Note 5) .........:..:.:. 54,824 
Others:}, SURO Git AO SR SEee Lh MATAR EEs men, Dae 141,490 388,185 


784,858 1,085,825 


The amount receivable from the public services organization is 
for specific work carried out by the Corporation during the year 
1982-83. The related cost is recoverable upon the signing of a 
protocol by the Corporation, the Canada Ports Corporation and 
the organization. The protocol, not yet signed, provides for the 
transfer of certain privileges from the Corporation and the 
Canada Ports Corporation. The work is completed for all practi- 
cal purposes. The Corporation has not yet decided to transfer the 
privileges requested by the organization. It is possible that the 
Corporation may not recover the related cost and would have to 
account for it as a capital expenditure. 


The amount receivable from the Canada Ports Corporation 
derives from a protocol providing for the reimbursement to the 
Corporation of expenditures it incurred for work carried out 
inside the strip of land upon which the Canada Ports Corporation 
has operational jurisdiction. This protocol provides that the reim- 
bursement will be made out of a global amount approved by the 
Treasury Board to the Canada Ports Corporation, if there are 
funds remaining available. As at March 31, 1986, the Corpora- 
tion had claimed for the reimbursement of expenditures totalling 
$650,000 for expenditures incurred mainly during the year 
1982-83, of which $475,000 had been received to that date. Not 
being able to determine the funds remaining available to the 
Canada Ports Corporation, the Corporation cannot establish the 
additional amount it might expect to receive, or any amount up to 
the $475,000 already received it might have to refund. Any differ- 
ence established at the time of the final settlement of this transac- 
tion will be accounted for as a capital expenditure. 


4. Due from Receiver General for Canada 


1986 1985 
$ $ 
Balance receivable at beginning of the year .......... 67,540 704,354 
Direct iproceeds.. 2eaiko .20.. Ma. pee. nare 713,788 636,814 
646,248 67,540 
Remittances to the Consolidated Revenue Fund 766,713 
Balance receivable at end of the year... 120,465 67,540 


nN 


. Accounts payable 


The accounts payable include an amount of $182,704 due to the 
Department of Public Works as at March 31, 1986 ($54,824 
receivable as at March 31, 1985) as follows: 


1986 1985 
$ $ 
Grants in lieu of taxes paid by the Department 
for the account of the Corporation since Feb- 
TUAT WOO SA eters reese ere seein crete eee ee 2305523 121,836 
Rentals received to be reimbursed .............:0:000 150,214 
Claim for late delivery of the leased premises ....... 89,546 89,546 


470,283 211,382 
Less: cost of fitting-up premises for renting........... 287,579 266,206 


Due to (due from) at the end of the year ............... 182,704 (54,824) 


6. Due to Minister of Public Works 


1986 1985 
$ $ 
Balance payable (receivable) at begining of the 
. (oe | paneer bine hd oe aera er ee ns Ria etn 460,536 (242,329) 
Netiexpendituressee. net enter eens 5,616,346 26,013,735 


5,155,810 26,256,064 
Less: _ aioe DS Booey 
funds drawn from Department of Public 
Works Vote 40 (Votes 15 and 65 in 1985) 
for Canada Lands Company (Vieux-Port de 
Quebec ickete ne sayy Nicene 5,660,970 26,516,600 
funds drawn from Department of Communica- 
tions Vote 10 for the special cultural initia- 
tivesiPrOgraml cresyl ee ee ee 200,000 


5,660,970 26,716,600 


Balance payable at end of the year oo... 505,160 460,536 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada and which may not 
be transferred without the consent of the Governor in Council. 
The authorized share has been issued in consideration of services 
rendered. 


. Contingencies 


The Corporation and the corporation Québec 1534-1984 signed 
a protocol of general understanding determining the rights and 
obligations of each party for the staging in 1984 of a festive event 
and for the use of the site and of the equipment under the jurisdic- 
tion of the Corporation. Under the terms of the agreement, the 
Corporation has not granted the right to use the totality of the 
site, reserving for itself some premises that it might rent for com- 
mercial purposes. Leases were signed but, because of poor attend- 
ance, several were modified, cancelled or abandoned. The Corpo- 
ration has received claims arising from those leases, for a total in 
excess of $3.0 million, and more may yet be received. Manage- 
ment is of the opinion that these claims will not result in any sig- 
nificant financial responsibility for the Corporation. 
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SUMMARY PAGE 


CANADA MORTGAGE AND HOUSING CORPORATION 


MANDATE 


To promote the construction of new houses, the repair and modernization of existing houses and the improvement of 
housing and living conditions. 


BACKGROUND 


Established in 1946, the corporation acts as the government’s agent in the provision of grants, contributions’ and 
subsidies for the advancement of housing and community development. It conducts research and provides policy 
advice to government; it administers the Mortgage Insurance Fund, the prime purpose of which is to ensure an 
adequate supply of mortgage funds for housing, and it lends to groups and individuals for housing purposes and 
invests in housing-related projects. 


CORPORATION DATA 

HEAD OFFICE 682 Montreal Road 
Ottawa, Ontario 
K1A OP7 

STATUS —Schedule C, Part I 


—an agent of Her Majesty, except when s.14 of its Act applies. 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


The Honourable Stewart McInnes, P.C., M.P. 
Public Works 


1946; by the Central Mortgage and Housing Corporation Act 
(R.S.C. 1970, C-16). 


George D. Anderson 


Robert E. Jarvis, Q.C. 


Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


 CTLRRNCGTS CRS a Senet eee eee 
Obligations to the private sector 
Dligations to Canada ........s0.060.ses: 
BTU Of Canada voces becaceeistessscseon 


Cash from Canada in the year 


BDO O CIETY fects fet rh nd At 
—NON-Dudgetary........ccsecerveveeoveres 


1986 1985 1984 1983 
(restated) 

Sma Pena oe ot eae R ety hot Cs 9,815 10,051 10.277 10,383 

a Sates A tN ts Ck bc IE nil nil nil nil 
Ae At Sanit een scot 9,544 9,802 9,990 [O22 

BE Fees EE Pee 50 50 50 50 
Saisie eee retains ait aes 1:355 1,656 1,728 1,890 
ee eerie Zoe 293 374 424 
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CANADA MORTGAGE AND HOUSING CORPORATION 


MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


The Management of the Corporation is responsible for establishing 
and maintaining a system of books, records, internal controls and man- 
agement practices to provide reasonable assurance that: reliable finan- 
cial information is produced; the assets of the Corporation are safe- 
guarded and controlled; the transactions of the Corporation are in 
accordance with the relevant legislation, regulations and by-laws of the 
Corporation; the resources of the Corporation are managed efficiently 
and economically and the operations of the Corporation are carried out 
effectively. 


Management is also responsible for the integrity and objectivity of 
the financial statements. The accompanying financial statements of 
the Corporation as at December 31, 1986 were prepared by manage- 
ment in accordance with the accounting policies, consistently applied, 
as described in the notes to the financial statements. The financial 
information contained elsewhere in this Annual Report is consistent 
with that in the financial statements. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 
which includes a majority of members who are not officers of the Cor- 
poration. The Committee meets from time to time with management, 
internal audit staff and the independent external auditor to review the 
manner in which these groups are performing their responsibilities and 
to discuss auditing, internal controls and other relevant financial mat- 
ters. The Audit Committee has reviewed the financial statements with 
the external auditor and has submitted its report to the Board of 
Directors. The Board of Directors has reviewed and approved the 
financial statements. 


The financial statements have been examined by the auditor, Robert 
D. Hepburn, C.A. of the firm Deloitte Haskins & Sells and his reports 
offer an independent opinion on the financial statements to the Minis- 
ter responsible for Canada Mortgage and Housing Corporation. 


G.D. Anderson 
President and Chief Executive Officer 


N.E. Hallendy 
Acting Senior Vice-President Corporate Resources 
Ottawa, Canada 
February 23, 1987 


FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


Canada Mortgage and Housing Corporation was incorporated as a 
Crown Corporation by an Act of Parliament on January 1, 1946. Its 
activities are regulated by the National Housing Act, the Canada 
Mortgage and Housing Corporation Act and, in certain respects, the 
Financial Administration Act, and include: 


Corporate Account 


Financing housing and community improvement through the mak- 
ing of loans and investments under specific conditions at interest rates 
normally at market rates which are generally higher than the rates it 
pays on funds borrowed from the Government of Canada. 


Minister’s Account 


Making certain payments or incurring expenses in the process of 
delivering housing programs on behalf of the Government of Canada. 
These payments and expenses include grants, contributions, subsidies, 
loan forgiveness, losses on real estate, losses under federal-provincial 
agreements, interest rate losses, research and development, and speci- 
fied administrative costs. The funding for these activities is provided 
for in Main and Supplementary Estimates which are tabled in Parlia- 
ment. Parliamentary approval is by way of the Appropriations Act 
together with Statutory Authorities which authorize the responsible 
Minister to reimburse the Corporation for the specified payments and 
expenses for the fiscal year concerned. 


Funds Administered 


Administering certain Insurance and Guarantee Funds on behalf of 
the Government of Canada. The Mortgage Insurance Fund is the chief 
instrument for establishing a framework of confidence for mortgage 
lending by private institutions. This instrument facilitates an adequate 
supply of mortgage funds by reducing the risk to lenders and 
encouraging the secondary market trading of mortgages, and thereby 
increasing the access to housing by Canadians. 


PUBLIC ACCOUNTS, 1986-87 87 
CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
AUDITOR’S REPORT 
TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 
I have examined the balance sheet of Canada Mortgage and Hous- 
ing Corporation, Corporate Account as at December 31, 1986, and the 
statements of operations and reserve fund, and changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards and accordingly 
included such tests and procedures as I considered necessary in the cir- 
cumstances. 
In my opinion, these financial statements, present fairly the finan- 
cial position of the Corporation as at December 31, 1986, and the 
results of its operations and changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 
I further report that, in my opinion, the transactions of the Corpora- 
tion that have come to my notice during my examination of the finan- 
cial statements were, in all significant respects, in accordance with the 
Financial Administration Act and regulations, the Canada Mortgage 
and Housing Corporation Act, the National Housing Act, the by-laws 
of the Corporation and any directives given to the Corporation. 
Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1987 
CORPORATE ACCOUNT 
BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 
ASSETS 1986 1985 LIABILITIES 1986 1985 
Loans and investments— Borrowings from the Gov- 
Schedule ernment of Canada ........ 9,513,779 9,761,059 
Market housing.............. 1,890,335 2,044,579 Cheques Issued in Excess 
Socialjhousingse ns 6,497,463 6,475,292 of Funds on Deposit ....... 149,998 106,532 
Housing support............. 1,352,168 9,739,966 1,435,968 9,955,839 Accounts Payable and 
Accrued Liabilities 
Re aukts Ricsivable The Receiver General 
Ste on ee er Ek Ce ee for Canada een, 472 40,853 
The Minister... 26,301 13,188 fot COR AUG ig a 
Funds administered........ 3,675 886 
Dither simomanstrlaity paisliL 58 Lalgipes (688 ¢ lusmilds4 Spies 0.643 Giice mene COs 53,643 87,790 49,172,—S—«90,911 
Deferred Income Raxeste:. 7,691 7,199 Unfunded Pension Evod 
pers nceson rere, Seek Liabiity en ee kc 13,565 4,901 
urniture an quip- Ee TPN PPAR 
ment, at COSt.....csseeon 39,030 35,939 9,765,132 PAE 
Accumulated deprecia- CAPITAL AND 
Gon ARE Rr Ns STN 24,309 14,721 21,916 14,023 RESERVE FUND 
Other Assets oon etic rs 14,866 5,699 Capital 
Authorized and _ fully 
paid by the Govern- 
ment of Canada ......... 25,000 25,000 
Reserve Fund....................: 25,000 50,000 25,000 50,000 
9,815,132 10,013,403 9,815,132 10,013,403 


i 


See accompanying notes. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 
Market Housing 
Interest earned............... 176,772 197,052 
Gain (Loss) on disposal 
Ofmrealiestatem. sae (27) 14,242 
176,745 211,294 
Interesuex pense ses 159,501 17,244 171,387 
Social Housing 
Interest earned ............... 585,456 $81,397 
Gain on disposal of real 
EState: Sek See nreeronee 4,528 463 
589,984 581,860 
Interestiexpensena as 551,618 38,366 547,604 
Housing Support 
Interest earned:.......«...... 122,141 129,049 
Gain on disposal of land 
assembly projects........ 9,535 NP) 7/22 
Gain (Loss) on disposal 
Olnealestate, = eee 738 (1,380) 
132,414 139,841 
Interestiex penscmee 113,017 19,397 118,909 
Other Interest Income ....... 8,597 
Margin on _ Financing 
Operations espe ere 83,604 
Services to\Others 121.0 9,064 
92,668 
Administrative Expenses ... 44,250 
Income before Income 
Taxes and Extraordi- 
nanyiliemeencst ce 48,418 
Income Taxes 
——Currentesci eee 24,343 34,042 
| DITTO ceivices vohrcename (492) 23,851 1,776 
Income before Extraordi- 
TAT VALCO Ie ae eee eer 24,567 
Extraordinary Item............ 
INetiIncomenemavean tee 24,567 
Reserve Fund, beginning 
Of Year. RNa cca. e 25,000 
49,567 
Transferred to the 
Receiver General for 
Candd area ene 24,567 
Reserve Fund, end of year. 25,000 


39,907 


34,256 


20,932 


SL 


106,606 
13,023 


119,629 
44,560 


75,069 


35,818 


39,251 
5,356 


33,895 


25,000 


58,895 


33,895 


25,000 


See accompanying notes. 


CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) 


1986 1985 
Cash Generated by Operations 
Income before income taxes and extraordinary item. 48,418 75,069 
Add (Deduct): net change in accrued interest........... 5,520 (9,996) 
depreciationyess. 2-7 ee eens 2,393 2,190 
56,331 67,263 
Repayments of loans and investments..............0:c00000:. 453,686 587,885 
Borrowings from the Government of Canada............. 222,100 293,000 
Decrease in accounts receivable from the Minister... 8,630 
Increase in accounts payable to Funds administered. 2,789 
Othe rtest:. peste ar. eee nee CAN ee Cee ee 8,018 
742,924 956,778 
Cash Applied to Operations 
Additions to loans and investments ..............cccccccccc0000. 244,108 Boilesoo 
Repayment of borrowings from the Government of 
Canadas nye. oy te Bae ye 468,606 478,074 
Unfunded pension fund liability contribution............. 1,273 2,691 
Increase in accounts receivable from the Minister..... 132018 
Decrease in accounts payable to Funds Adminis- 
teredis 4c, Set TAeval hy eee cement he Metre. oeNeT A 874 
Special pension plan contribution ......0.0..0...cccccccceeee 10,135 
Other adv e cke ee seh ar tet hn meet ce ees ae 47,028 
Paid to Receiver General for Canada 
—Federaliincome:taxes. ..0 5 eee ee 25,284 28,086 
= BX CESS int eSehye LUmGeee: eee ereee eee ee 33,895 39,654 
Other ft ee. A. deen een 111 122 
786,390 958,019 
Deécréase:in: Cashier. eee. ee A ee eae 43,466 1,241 


See accompanying notes. 


CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Significant Accounting Policies 


In the Corporate Account, the Corporation follows generally 
accepted accounting principles. The financial statements of the 
Mortgage Insurance Fund and the other Insurance and Guarantee 
Funds are not consolidated with these financial statements. The 
principal accounting policies followed by the Corporation are: 


(a) 


(b) 


Loans 


Loans are capitalized as funds are advanced. Where loans 
contain forgiveness clauses, such forgiveness is recorded and 
recovered from the Minister when the loans are advanced. 
Loans under certain programs give rise to interest rate losses 
which are recoverable from the Minister. No provisions are 
made for possible losses on loans. Losses on insured loans are 
recoverable from the Mortgage Insurance Fund while prop- 
erty acquired upon default of uninsured loans is subject to 
loss recovery as described under Real Estate. Other losses on 
uninsured loans are recoverable from the Minister. 


Federal-Provincial Agreements 


Loans and investments are made under various cost sharing 
agreements with the provinces and territories to encourage 
development of rental housing, land assembly, co-operative 
housing, rural and native housing and housing rehabilitation. 
Only the Corporation’s share of costs plus capitalized interest 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


are reflected in these statements. The Corporation’s share of 
subsidies and losses related to these agreements are recovered 
from the Minister. Gains on the sale of land assembly are 
recognized as income in the Corporate Account. In account- 
ing for federal-provincial loans and investments, the Corpora- 
tion relies, in the majority of instances, on information pro- 
vided by the provinces and territories. 


Real Estate 


Real estate includes vacant land and properties acquired 
directly by the Corporation, or through the Government of 
Canada at no cost, or through default on uninsured loans. All 
real estate is recorded at cost which includes acquisition costs 
and any modernization and improvement costs. 

Holding costs on real estate acquired directly by the Corpo- 
ration are capitalized up to appraised values after which the 
costs are expensed in the Corporate Account. Net gains and 
losses on the disposal of these properties are recorded in the 
Corporate Account. 

Holding costs on real estate acquired through the Govern- 
ment of Canada at no cost, or through default on uninsured 
loans, are capitalized. Net gains and losses on the disposal of 
these properties are paid to or recovered from the Minister. 
All net operating losses on real estate are recovered from the 
Minister. 


(c 


—_ 


(d 


ow 


Depreciation 


Depreciation of real estate is recorded on a straight line basis 
over the expected useful life of the properties. 

Depreciation on business premises, office furniture and 
equipment is recorded on a diminishing balance basis. 


~~ 


(e 


Employees’ Pension Plan 


Current service costs of the employees’ pension plan and 
interest on the unfunded liability are recorded as administra- 
tive expenses in the current year. Experience gains or losses 
are recognized in the year in which they are identified. An 
actuarial valuation is made at least every three years in 
accordance with the provisions of the Pension Benefits Stand- 
ards Act. 


(f) Reserve Fund 


Income or loss after income taxes is transferred to the 
Reserve Fund which is limited by an Order-in-Council to $25 
million. Any excess over this amount is transferred to the 
credit of the Receiver General for Canada. 


— 


(g) Interest Income and Expense 


Interest income and expense are accounted for on the accrual 
basis. 


. Borrowings from the Government of Canada 


The Corporation borrows from the Government of Canada 
under the provisions of Section 22 of the Canada Mortgage and 
Housing Corporation Act and Sections 40 and 55 of the National 
Housing Act to finance loans and investments. The borrowings 
are evidenced by debentures or other evidences of indebtedness, 
which bear interest at varying rates and are repayable over peri- 
ods not in excess of 50 years. 


. Contingent Liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. At December 31, 1986, most of the claims out- 
standing are not expected to have a result which would be signifi- 
cant in relation to the financial position of the Corporation. How- 


ever, during 1982 a large number of legal actions, which total 
approximately $48 million at December 31, 1986, were begun 
against the Corporation jointly with other parties claiming dam- 
ages arising from installation of urea formaldehyde foam insula- 
tion. The Corporation does not admit liability in these cases and, 
until the actions have been heard by the courts, it is impossible to 
determine if there is a potential liability in this respect and thus 
no provision for possible loss arising from these legal actions is 
included in these financial statements. Should costs arise as a 
result of these actions they would be expensed in the year when 
the costs are incurred. 


. Interest Loss Recoveries 


The Corporation was authorized by the Government of Canada 
to approve certain loans and investments at a negative interest 
margin and to recover this loss from the Government. The interest 
loss recovered is included in interest earnings. The recoveries by 
program are as follows: 


1986 1985 

(in millions 

of dollars) 
IMvar ket HOUSING tee ccseramneccecaraccrniecesswiriienRe teste nator erates 63:5. 99.0 
Social Housinpawescese encase err eens errs S37 1933 
FIQUSIN GSU DDOLU Renee hee eee cee cen ee eacenees eee eee 1.2 es 


. Services to Others 


The major components of services to others are: delivery of 
Canadian Home Insulation Program grants on behalf of Energy, 
Mines and Resources Canada; inspections; and administration of 
mortgages for third parties. 


. Actuarial Valuation of the CMHC Pension Fund 


The Corporation maintains a compulsory contributory defined 
benefit pension plan for all regular employees who satisfy certain 
eligibility conditions. The plan provides pensions based on the 
annual average salaries of any six-year period multiplied by the 
number of years of credited service. 

The administrative expenses of the Corporation for 1986 
include a charge of $9.9 million, being the increase in the 
unfunded future benefits obligation arising from an actuarial 
valuation of the Fund at January 1, 1986. 

The cumulative difference between the amounts expensed and 
the funding contribution has been reflected in the balance sheet as 
a liability. This liability will be funded by annual payments up to 
the year 2000. 


. Administrative Expenses 


Total administrative expenses of the Corporation for the year 
ended December 31, 1986 amounted to $178.5 million (1985— 
$174.6 million). These administrative expenses have been 
allocated to the Corporate Account, Minister's Account and 
Funds Administered. 


. Commitments 


Commitments outstanding for loans and investments amounted 
to $435 million at December 31, 1986 (1985—$495 million). 


. Comparative Figures 


The 1985 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1986. The 1985 figures 
are based upon financial statements which were reported on by 
Paul-André Michaud, C.A. of the firm, Samson Bélair. 
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CORPORATE ACCOUNT 


SCHEDULE OF LOANS AND INVESTMENTS 
BALANCE DECEMBER 31 
(in thousands of dollars) 


1986 
Market Housing 
OAS ore ete reso eee ce een cere emcee 1,813,615 
Federal-provincial agreements 
| BOF? 1 neste mceabehadhe ak aees nc indaSAband nodlisnadennting Abe BroRER READ 61,155 
Real estate 
Investments in housing projects ...............cc0. 1,314 
| (Ca ake een Shree del ees fue Gis a arene ree 14,251 
15,565 
1,890,335 
Social Housing 
| aye Shee os cereal is 3 anew me Leen 19 a Menor are alos, 2,439,325 
Federal-provincial agreements 
MEQATIS eee ee eee ee ce eee 2,707,817 
Investments in housing projects ...............:000 1,322,964 
4,030,781 
Real estate 
Investments in housing projects ............cccce 26,188 
Danddos ect ts eee ee ere ict tee 1,169 
PP) SSSI) 
6,497,463 
Housing Support 
Loans 225 SeeiOF CE BIOS 2 8 td ote One, 1,247,728 
Federal-provincial agreements 
TOA NS eee ea coe ee ee 49,873 
EAndiassem DlvapOleCtSea aes eee 34,719 
84,592 
Real estate 
Pandheite 2 waa erin wetness ste ert 19,848 
1,352,168 
Total’. ties e Ae OT aT ee eee: 9,739,966 


1985 


1,960,040 
70,386 


1,345 
12,808 


14,153 
2,044,579 


2,492,049 


2,720,741 
1,231,115 


3,951,856 


30,217 
1,170 


31,387 
6,475,292 


1,321,562 


59,686 
34,439 


94,125 


20,281 
1,435,968 
9,955,839 


MINISTER’S ACCOUNT 
AUDITOR’S REPORT | 


TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the Canada Mortgage and Housing Corporation, 
Minister’s Account—Statement of Expenditures and Recoveries for 
the year ended December 31, 1986. My examination was made in 
accordance with generally accepted auditing standards and accord- 
ingly included such tests and procedures as I considered necessary in 
the circumstances. 


In my opinion, this financial statement presents fairly the expendi- 
tures for and recoveries from the Minister for the year then ended in 
accordance with the accounting policy described in Note | to this 
financial statement applied on a basis consistent with that of the 
preceding year. 


I further report that, in my opinion, the transactions in the 
Minister’s Account that have come to my notice during my examina- 
tion of the financial statement were, in all significant respects, in 
accordance with the Financial Administration Act and regulations, the 
Canada Mortgage and Housing Corporation Act, the National Hous- 
ing Act, the by-laws of the Corporation and any directives given to the 
Corporation. 


Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1987 


MINISTER’S ACCOUNT 


STATEMENT OF EXPENDITURES AND RECOVERIES 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 


Expenditures 
MarketHousin pee sc cae eee ong, ee 62,990 246,284 
Social Housing 2:5. scce eee eee eee 228 Same Sao lee 
HOUSsINe SUDPOnt er emer eee errr ok 13,974 12,388 
AdministrativelxDenscspe= sn ee eee 62,622 61,332 
Totally aas ee ee Reet EN wettest eth 2 rar 1,368,164 1,647,516 | 
Accounts Receivable from the Minister, beginning of 
VOB a recs caraegss coh cat ahentne Raeteee cette, vcs itn «hry fete ay rte 13,188 21,818 
1,381,352 1,669,334 
Recoveries Sh teeter et ee oh ee ere 1,355,051 1,656,146 
Accounts Receivable from the Minister, end of year..... 26,301 13,188 


See accompanying notes. 
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MINISTER’S ACCOUNT 


NOTES TO FINANCIAL STATEMENT 
DECEMBER 31, 1986 


1. Significant Accounting Policy 


Expenditures made on behalf of the Minister responsible for the 
Corporation are recorded as recoverable when disbursed. No 
accruals are made at December 31, 1986 in this account. The 
year-end for the Government of Canada is March 31, 1987, at 
which time accruals will be recorded in accordance with Treasury 
Board Guidelines and reported in the Public Accounts of Canada. 


2. Contingent Liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1982, a large number of legal actions, 
which total approximately $48 million at December 31, 1986, 
were begun against the Corporation jointly with other parties 
claiming damages arising from installation of urea formaldehyde 
foam insulation. The Corporation does not admit liability in this 
respect and it is unclear whether costs, if any, arising from these 
actions could be charged to the Government of Canada. Thus, no 
provision for possible loss arising from these legal actions is 
included in the accompanying statement of account. Should costs 
arise as a result of these actions they would be expensed in the 
year when the costs are incurred. 


3. Administrative Expenses 


The administrative expenses charged to the Minister by the 
Corporation for the year ended December 31, 1986 amounted to 
$62.6 million (1985—$61.3 million). 


4. Comparative Figures 


The 1985 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1986. The 1985 figures 
are based upon financial statements which were reported on by 
Paul-André Michaud, C.A. of the firm, Samson Bélair. 


FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


FUNDS ADMINISTERED 
AUDITOR’S REPORT 


TO THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the balance sheets of the Funds Administered by 
Canada Mortgage and Housing Corporation: Mortgage Insurance 
Fund, Home Improvement Loan Insurance Fund and Rental Guaran- 
tee Fund as at December 31, 1986, and the related statements of oper- 
ations and deficit or surplus, and of changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements, present fairly the finan- 
cial position of these funds as at December 31, 1986, and the results of 
operations and changes in financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


I further report that, in my opinion, the transactions that have come 
to my notice during my examination of these financial statements 
were, in all significant respects, in accordance with the Financial 
Administration Act and regulations, the Canada Mortgage and Hous- 
ing Corporation Act, the National Housing Act, the by-laws of the 
Corporation and any directives given to the Corporation. 


Robert D. Hepburn, C.A. 
of the firm Deloitte Haskins & Sells 
Ottawa, Canada 
February 23, 1987 


ASSETS 1986 1985 


Accounts Receivable 
Canada Mortgage and 


Housing Corporation.. 35553 948 
Other seme ee et 4,839 8,392 16,247 17,195 
Investments in Securities... 141,895 
Mort pages. tare ere. 79,298 93,760 
Real Estate, at cost............. 465,563 534,602 
Provision for revaluation 196,421 269,142 205,384 329,218 
498,727 440,173 


LIABILITIES 1986 1985 
Accounts Payable and Accrued Liabilities ........0...0..... 11,188 4,934 
Provisionitoreosstoni@lainseeeeen eee ceee ean 263,192 271,139 
WnearnediPreniiumsie eres ee ee eee cee eee ae 395,587 320,429 
PreminmiDeficienc years renner emer eete rae neers 262,043 316,110 
Borrowings from the Government of Canadia................. 255,500 
932,010 1,168,112 
De ficitrenct sera es eee DN ere ars 433,283 727,939 
498,727 440,173 


See accompanying notes. 
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FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 
Revenue 
Earnedipremiumssserer one tate. ot. Sie. eee ees 81,663 
Application fees 2x6 see coneiae ere ae Psy) les 
Interest een et eines ee ee Pe 12,643 
Total Revenue ener tae ee ee Eta 119,441 
Expenses 
INSUrANCeNSSUANCC remem e tare ttn cetacean: 39,913 
oss'onclarmsts.. ern. ce ee ee ee 86,939 
126,852 
Adjustment to premium deficiency ...........0...cccce (54,067) 
‘RotaliExpensesit aa. see tt See ey ne Sie 72,785 
Income) before Recoveryof Lossés, cesta eee: 46,656 
Recovenyiofillossesem nee oe, 20). ere, 248,000 
Netiincomese eu frre AAS. 2. See SA eee oy 294,656 
Deficit\beginningiof yeate mete =e riee ee 127,939 
Déficitendiofiycar tee eet eer Rares eye 433,283 


See accompanying notes. 


FUNDS ADMINISTERED 
HOME IMPROVEMENT LOAN INSURANCE FUND 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


ASSETS 1986 
Gashvand Investmentsin Secuniticsr essen eer at erent 1,318 

Accounts Receivable from Canada Mortgage and Housing 
Corporations te eee r net n O ee 16 
Mortgages: carne tens ieee yn ence se ei net eas eae 5 
1,339 


See accompanying notes. 


FUNDS ADMINISTERED 
HOME IMPROVEMENT LOAN INSURANCE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 
Revenue 
Interest resect ecncinc toc teas eer re eer 11] 
ORC s, cs ee Were es ae See Naess se ectcceeee 51 
Total Revenue seein. 208 ae ee eet aa reas ree eee 162 
Expenses 
Claimsiand:administrativerchar pes ste ne oe 14 
INete Incomes: okerce se ben nee ed 148 
SUMpIUS | DERINNING Of, VCAt enema ee eer ee neg Ee) 
Assets returned to the Government of Canada .....0.....0.00...000... 
Surplusyendiofyearencsen ccs rere eae eee Aner nena nes 1,339 


See accompanying notes. 


1985 


64,521 
29,772 
11,670 


105,963 


42,594 
73,035 


115,629 
(67,890) 
47,739 
58,224 
58,224 
786,163 
1275939 


1985 


Tel 


1,194 


1985 


FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 
Cash Generated by Operations 
Premiums Seer ee Oo Fe ee ae, o 156,821 
Applicatiomileessnritsccs.sta nesters eres 25,135 
Interest: received tam cwisc.ckcren ce ene ere ee 12,109 
Claims paid. 44 eh eee (213,535) 
Proceeds from real estate sales................c0c000000 212,485 
Administrativeicosts.os-tae ee e (62,102) 
Othetine tere weed eter cate eiee ae ae aieh emer hee eeetcs 20,379 
1516292 
Cash Applied to Investment Activities 
InVvestinen tiniSeCu Lites senses ae eee ee (141,187) 
(141,187) 
Cash Applied to Financing Activities 
Borrowings from the Government of Canada ..... 8,000 
Repayment of borrowings..............0c:ccccceeeeeeeeees (15,500) 
(7,500) 
Increase (Decrease) in Accounts Receivable from 
Canada Mortgage and Housing Corporation...... 2,605 


See accompanying notes. 


LIABILITIES 


Unearned (Premiumse20 2 ee ee 
Surplsiiee etre aces esas ee een ee = ne 


SBR Te! 


1985 


170,450 
29,772 
11,582 

(585,955) 

243,451 
(68,715) 

2,996 
(196,419) 


258,600 
(63,000) 
195,600 


(819) 


1986> "1985; Hl 


3 
S39 mello 


; 
| 
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FUNDS ADMINISTERED 
RENTAL GUARANTEE FUND 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 


Cash and Investment in 


Securities... te ee 3,514 3,438 
Accounts Receivable from 

Canada Mortgage and 

Housing Corporation...... 106 
Real Estate, at cost............. 11,457 10,936 

Provision for loss............. S55 7,700 3,186 7,750 

11,320 11,188 
See accompanying notes. 
FUNDS ADMINISTERED 
RENTAL GUARANTEE FUND 
STATEMENT OF OPERATIONS AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 
1986 1985 

Revenue 

| Reliat er) Sacer annem mC ce Nn nr ee Re ano oa 305 1,188 
Expenses 

Rrovisionifomlossonsealiestate sume sseu ayers eer: 571 (1,992) 

(QUIN ear nabr ease rnasaced eh sche RSA bas MeO RR aE (493) (69) 
MotalvEXpenses pce een ene eee Ces cee ne en ee 78 (2,061) 
ING EULII CONCH cote ee eBooks as et csi a oases tee 227 3,249 
SUT Pluss Des IN in S10 lpy ca Kies eee renee me 10,997 26,548 
Assets returned to the Government of Canada ..................... 18,800 
Surplus, end of year............. iy NA Be 11,224 10,997 


See accompanying notes. 


FUNDS ADMINISTERED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 
1. Significant Accounting Policies 


The principal accounting policies followed by the Corporation 
in administering the Insurance and Guarantee Funds on behalf of 
the Government of Canada are: 


(a) Premiums 


Premiums are deferred and are taken into income over the 
life of the related policies. Premiums earned in a year reflect 
the amount of risk in that year as determined by the valua- 
tion actuary. The determination is based upon factors pre- 
scribed by the Department of Insurance Canada. 


(b) Application Fees 
Application fees for insurance are recognized as income when 
received. 

(c) Issuance Costs 
Issuance costs are expensed as incurred. 


LIABILITIES 1986 1985 


Accounts Payable to Canada Mortgage and Housing Corpo- 


TAtON yee ted Perle oe: GRR nat re ee eee, RSC me ee eke 69 
ACorued ia Dilitiesiase sect secre os etn ceee ever an Tyne ere 96 122 
ULDIUS ries eee Sata tele eer te rey eres Sete eer etc th 11,224 10,997 

11,320 11,188 


(d) Premium Deficiency 


Annually, the Corporation compares the amount of its 
unearned premiums by line of business to the discounted 
costs of claims that have not yet occurred on insurance poli- 
cies in force. Whenever it is determined that the unearned 
premiums on a line of business are inadequate to meet the 
expected net costs of future claims, a premium deficiency is 
established. The premium deficiency is taken into income on 
the same basis as the related unearned premiums. 


(e) Real Estate 


Real estate acquired upon the payment of a claim resulting 
from a loan default is valued at net realizable value. Cost is 
comprised of the unpaid loan balance plus interest accrued to 
the date of acquisition together with acquisition and capital 
improvement expenditures. Net realizable value is calculated 
as the current appraised value of the property, as determined 
by the Corporation, less the discounted value of estimated 
holding and disposal costs. Depreciation is not recorded on 
the real estate. 


(f) Provision for Loss on Claims 


This provision represents the estimated loss on claims in pro- 
cess of payment and the estimated loss on loans, where 
defaults have occurred, but for which a claim has not yet 
been received by the Corporation. 


~— 


(g) Interest Income and Expense 


Interest income and expense are recorded on the accrual 
basis. 

(h) Mortgages 
Mortgages are shown net of a provision for losses. 


Income Tax 


(i 


— 


The Insurance and Guarantee Funds are not subject to the 
provisions of the Income Tax Act, Canada. 


2. Borrowings from the Government of Canada—Mortgage Insur- 
ance Fund 


The Corporation may borrow from the Government of Canada, 
on behalf of the Fund, under provisions of Section 9 of the 
National Housing Act in order to meet the Fund’s obligations. 
Borrowing arrangements pursuant to an Order-in-Council dated 
August 8, 1984 authorize interest free borrowings secured by pro- 
missory notes due on demand to a maximum of $400 million. 
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FUNDS ADMINISTERED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


3: 


Actuarial Valuation—Mortgage Insurance Fund 


At September 30, 1986 an actuarial study of the Fund under- 
taken by the Corporation during the year disclosed that the Fund 
continues to be insufficient to pay all future claims in respect of 
business in force. The deficit as at September 30, 1986, estimated 
to be $454.3 million, has decreased to $433.3 million at December 
31, 1986. 


. Recovery of Losses—Mortgage Insurance Fund 


As a result of Treasury Board approval in December 1985, the 
outstanding borrowings of $248 million at March 27, 1986 were 
forgiven. This forgiveness represents partial reimbursement for 
the losses on the Assisted Home Ownership and Assisted Rental 
Programs. 

In 1987, the Corporation will pursue with the Government of 
Canada avenues for eliminating the remaining deficit. 


. Insurance in Force—Mortgage Insurance Fund 


At December 31, 1986, the insurance policies in force totalled 
approximately $39.3 billion (1985—$37.7 billion). 


. Home Improvement Loan Insurance and Rental Guarantee Funds 


The Home Improvement Loan Insurance and Rental Guaran- 
tee Programs are no longer active. 


. Administrative Expenses—Funds Administered 


The administrative expenses allocated to the Funds by the Cor- 
poration for the year ended December 31, 1986 amounted to 
$67.3 million (1985—$68.7 million). 


. Comparative Figures 


The 1985 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1986. The 1985 figures 
are based upon financial statements which were reported on by 
Paul-André Michaud, C.A. of the firm, Samson Bélair. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


MANDATE 

To construct in the National Capital Region the National Gallery of Canada, the Canadian Museum of Civilization, 
(formerly called The National Museum of Man) and any other museum which the Governor in Council may direct. 
BACKGROUND 

The main structures of the corporation’s two projects are scheduled for completion by 1989. To March 31, 1987, the 


government had allocated for the corporation a total of $308.0 million for these projects for the period to March 31, 
1990. 


CORPORATION DATA 
HEAD OFFICE 55 Murray Street 
P.O. Box 395, Station A 
Ottawa, Ontario 
KIN 5M3 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1982; by letters patent (No. 0132114) under the Canada Business 
OF INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Robert Giroux 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


‘TECTTEN Ls SSSI Ege aca eR re SPC rs ence ee 32 100.3 50.1 155 

DIIZALIONS 1O-LMes Private SCCl Olmert mater ac een een tee nil nil nil nil 

ODI SALIONS COMP ANAGA Me nce 6, tec cas coe ee eaten Lacs nil nil nil nil 

PCIE VEO LLC AACA ester ison he erica Menno ene rte hess nesnass 23 157.4 he’) 44.8 13.4 
Cash from Canada in the period 

EDUC CECA Ym at nos co eee et tena Ceee.b st car aktus 66.0 46.5 oie) 10.8 


Be OD DUC CCLALVaues eee okra ae eM cr us hance nil nil nil nil 


96 


PUBLIC ACCOUNTS, 1986-87 


CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The Board of Directors of the Canada Museums Construction Cor- 
poration Inc. is responsible for the financial statements and the integ- 
rity and objectivity of data contained therein. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles and, where appropriate, include 
amounts based on management’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


The Board of Directors appoints the Audit Committee which is com- 
posed of three directors, two of whom are not employees of the Corpo- 
ration. The Audit Committee meets at least annually to review and 
advise the Board of Directors with respect to the financial statements 
and the auditor’s report thereon. The Audit Committee also oversees 
the internal audit activities of the Corporation and performs such other 
functions as are assigned to it. 


The Corporation’s external auditor, the Auditor General of Canada, 
examines the financial statements and reports to the Minister of Public 
Works who is responsible for the Canada Museums Construction Cor- 
poration Inc. 


R. Plourde 
Treasurer and Comptroller 


R.J. Giroux 
Chairman and Chief Executive Officer 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


AUDITOR’S REPORT 


THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Museums Construc- 
tion Corporation Inc. as at March 31, 1987 and the statement of 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 12, 1987 


71 _———————  ————————S>>— EE 


ASSETS 1987 1986 
Cash and short-term Geposits...............ccccsescescscesessecesesceseseeeess 4,489 4,177 
ZN CCOUN SIRE CEL VAD | Cpe eee eet een ee eae ten en ean 549 116 


168,138 95,957 


173,176 100,250 
Approved by the Board: 


ROBERT J. GIROUX 
Chairman and Chief Executive Officer 


JEAN E. PIGOTT 
Director 


LIABILITIES 1987 1986 

Accounts payable and accrued liabilities ..0.0..0.0.0cccccccccs, 7,776 5,449 

Contractors holdbacks payable ...........cccccccccccoceccesessesesseseeseeee. 8,053 3,454 
15,829 8,903 


SHAREHOLDERS’ EQUITY 


157,347 91,347 
173,176 100,250 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Operating activities 
IACCounts TECelVa DIE ares. rer renter ereeeredtiters seatoncenee (433) (28) 
Construction in progress (Schedule) ..............:cccucee (72,181) (49,986) 
Accounts payable and accrued liabilities ................000 2,327 1,715 
Gontractors HOldDACKS| Paya DiGi iter eee rear 4,599 1951 


Cash used in operating activities 


(65,688) (46,348) 


Financing activities 


Contributedicapitali(NOte 4) ics spec ccasensnsstonceccsencees == 66,000 46,500 

Cash provided by financing activities 0... 66,000 46,500 
ATICFEASE 11, CASIINes tree es terre eee csesernte-teegeenrsste ss B12 152 
Cash and short-term deposits 

Bepinningiol yeareaveererce sae trp ote eater er eres erence 4,177 4,025 

Endtomyeat tee ete erent een eek eee tt 4,489 4,177 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and activities 


The Corporation was incorporated on June 21, 1982 under the 
Canada Business Corporations Act as an agent of Her Majesty 
pursuant to the Government Companies Operations Act, and was 
named as a parent Crown corporation on February 7, 1985 in 
Schedule C, Part I of the Financial Administration Act. Two- 
thirds of the capital stock is held by the Canada Lands Company 
Limited, also a parent Crown corporation. On May 16, 1985 one- 
third was transferred from the Minister of Communications to the 
Minister of Public Works, the Responsible Minister with whom 
the control of the Corporation lies. 


The business of the Corporation is limited to construction, in 


the 


National Capital Region, of buildings for the National Gal- 


lery of Canada (NGC), the Canadian Museum of Civilization 
(CMC) (previously known as National Museum of Man) and any 
other national museum which the Governor in Council may 
direct, including the acquisition, control, administration and dis- 
posal of land required for the construction. Unless otherwise 
directed by the Governor in Council, the Corporation shall be 
wound up after completion of the museum construction projects. 


(a) 


Funding 


In September 1981, the Government allocated $185 million 
for the two projects. This was revised in November 1983 to 
$191.45 million. In October 1985, the Treasury Board 
approved an increase of $69.54 million, and in January 1987, 
Treasury Board approved an additional $46.79 million, 
bringing the total funds allocated for construction of the 
museums to $307.78 million for the period to March 31, 
1990 as follows: 


NGC CMC Total 
(in millions of dollars) 


Gonstructioncawe eerie cen eee 115.56 149.28 264.84 
Architects and consultants................:c00008 10.84 19.55 30.39 
126.40 168.83 295.23 
Administration expenses ..............:ccee HAS SPA Das 
132.68 175.10 307.78 


In October 1985, the Government directed the National 
Capital Commission to undertake the landscaping of both 


(b 


) 


OH! 


sites, estimated to cost the Commission $7 million from funds 
provided out of the Commission’s existing budget. 


The Corporation’s budget for landscaping of the museums is 
$10.8 million; $3.8 million is included in the construction 
costs indicated above and the work is being done under the 
direction of the Corporation. 


In January 1987, Treasury Board approved the establishment 
of a special reserve of $142.8 million within its Operating 
Reserve to provide the required funding to 1989-90 for all 
agencies (Department of Public Works, National Museums 
of Canada, National Capital Commission and Canada 
Museums Construction Corporation) involved in completing 
the Canadian Museum of Civilization. The reserve is to cover 
all incremental costs associated with completing the 
Museum, including construction, fit-up, exhibit development 
and initial operating costs of the Museum. Treasury Board, 
while noting that estimates sufficiently accurate to obtain 
effective project approval are not yet available, also approved 
a project approval level of $168.8 million for the construction 
of the Museum and expected that construction would be 
completed within this total. Any further cost increases or 
other funding requirements to 1989-90 are to be absorbed 
within the reserve and/or from approved funds within the 
portfolios of the Ministers of Public Works and of Communi- 
cations. Treasury Board also underlined the joint responsibil- 
ity of the Ministers of Public Works and of Communications 
to complete the project on schedule, with final completion 
and official opening in 1989 and with some form of limited 
opening to the public in 1988. 


Construction 


In February 1983, the Government approved the construc- 
tion sites and architects and in November 1983, the building 
concepts as developed by the architects and the long-term 
forecast of the building schedule and funding requirements 
for each museum. No provision was made for the cost of the 
sites. Major portions of the sites for the two museums are 
federally owned with the legal title to the lands currently 
belonging to the National Capital Commission. In keeping 
with the intent of the projects, which includes the eventual 
transfer of the completed buildings to Her Majesty in right of 
Canada, the Commission disclaims title to the construction in 
progress. On March 26, 1986, the Treasury Board approved 
the transfer of the lands of CMC and NGC currently owned 
by the Commission to Department of Public Works. The 
transfer is subject to Governor in Council approval. Negotia- 
tions by Public Works and the National Capital Commission 
to acquire parts of the sites that are not federally owned are 
underway. 


2. Significant accounting policies 


(a) Basis of accounting 


(b 


~— 


These financial statements account for the costs incurred by 
the Corporation in the construction of the museums. They do 
not account for costs incurred by the National Capital Com- 
mission for sites or by the National Museums of Canada for 
accommodations planning and fit-ups. 


Capitalization 


All expenditures, including those for site evaluation, design, 
construction and administration, will be capitalized until the 
museums are completed. Interest and other income are cred- 
ited to construction in progress. Costs are allocated direct to 
each museum when they can be specifically identified. All 
other costs are allocated equally to the two museums. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


3. Capital stock (b) The City of Hull is seeking building permit fees from the 


The Corporation is authorized to issue three shares which shall 
not be transferred without the approval of the Governor in Coun- 
cil. 

The Corporation acknowledges past services rendered as full 
consideration for the value of the shares issued. 


. Contributed capital 


During the year funding of $66.0 million was provided through 
Vote 20 of the Department of Public Works for the expenditures 
of the Corporation (1986—$46.5 million, Vote 20 of the Depart- 
ment of Communications). 


Corporation in the amount between $480,000 and $720,000 
relating to the construction of Canadian Museum of Civiliza- 
tion. It is anticipated that payment for permit fees will be 
resolved on behalf of the Corporation by the Department of 
Public Works and accordingly no provision has been made in 
these financial statements. 


On May 28, 1987, the Minister of Public Works obtained 
Governor in Council approval for the settlement, on an ex- 
gratia basis, with the City of Ottawa of building permit fees 
and redevelopment charges amounting to $1.2 million relat- 
ing to the construction of the National Gallery of Canada. 


Led 1986 (c) As of March 31, 1987, grants in lieu of taxes for the sites and 
ee construction of the two Museums amounted to approximately 
of dollars 


91,347 44,847 
66,000 46,500 


Opening balancet cae cen nee et redeete reeset err 
Funds provided during the year... 


Ending*balancetin rms torte ten te cre cetnet tater a eae 


. Pension plans 


(a) The Corporation has instituted, with a private sector organi- 
zation, a contributory pension plan covering all its regular 
employees. The employees and the Corporation contribute 
equally to the cost of the plan. The Corporation’s contribu- 
tions represent its total liability and are recognized in the 
accounts on a current basis. Pension costs for the plan 
amounted to $69,850 for the year ended March 31, 1987 
(1986—$70,244). 


(b) The Corporation has fully discharged its obligations to pro- 
vide an annual pension of $35,000, inclusive of pension funds 
transferred from previous employment, under an agreement 
with one of its former officers upon termination of employ- 
ment on March 31, 1987. 


. Contractual obligations 


As at March 31, 1987, commitments for construction and 
related costs amounted to approximately $41.7 million as follows: 


157,347 91,347 


$2.4 million. Management is of the opinion that the payment 
of grants in lieu of taxes, if necessary, will be resolved on 
behalf of the Corporation by the Department of Public 
Works and accordingly no provision has been made in these 
financial statements. 


9. Related party transactions 


The Corporation had the following transactions with related 
parties. 


(a) During the year the Department of Public Works has pro- 
vided technical and engineering support amounting to 
approximately $108,000 (1986—$122,000). The Department 
also provided without charge the services of a senior officer 
to the Corporation on a full-time basis from May 16, 1985 
till July 14, 1986. 


(b) Under an arrangement with the National Museums of 
Canada, the Corporation will be reimbursed for costs 
incurred up to $600,000 in connection with building work 
required estimated at $870,000 in the Rideau Street Chapel 
space in the new National Gallery. At March 31, 1987, total 
costs incurred amounted to $391,661 of which $295,845 is 
included in accounts receivable. 


10. Administration expenditures 


(in ahi. : ay : : 
ehousands The Corporation incurred the following administration expendi- 
of tures which have been allocated equally to each museum on the 
dollars) schedule of construction in progress: 
1987 1986 
National Galleryiof Canada cet eee ani ee: 18,596 (in thousands 
Canadian Museum of Civilization ........0....00:c cee eee 235132 of dollars) 
pen Ee Salariesand:employeeibenelitss =.=. ee eee 1,354 1,299 
Officeraccommodationigeer. 25 -retre rs. eern teen ee 702 692 
: Professional and special Services..............0.:ccccccecetseseeteeteeees LS 218 
. Lease commitment Rentaliofiequipmentierns «...2o... heuer eee es 716 87 
The Corporation has renewed its lease agreement until March Gommunications 2" 124.9. sonettn. abut bua eee 47 92 
31, 1988, for office space. Under the terms of the lease the Corpo- Utilities, material and supplies rs ee ee 44 Se) 
ration is responsible for payment of operating expenses and taxes Travel and transportation 00.00.00... 21 38 
to the lessor and the amount of future minimum annual rental pee InLONMAtION A, cele eee er ee ee e Fe 
: PS ne ais ead eR eRe ze See TRS y io Bee tae ceca ezECE 
payments for 1987-88 is $267,847. Office furniture and equipment, net of proceeds from dis- 
. Contingencies and claims POS Ree ae tesa Seca act NF cokes Cecch ce tean peeve ater ees (7) 7 


(a) The Corporation has received claims from contractors, archi- 
tects, and engineers and has made provision for costs which 
may be incurred in settling some of these claims. However, 
the Corporation is unable to determine the likelihood of its 
having to make payments in respect of claims amounting to 
$8.5 million and no provision has been made for this amount 
in the financial statements. 


The Corporation has filed various claims against its archi- 
tects under professional liability insurance policies. These 
claims are under review by the insurers and no provision for 
amounts to be recovered has been made in these financial 
statements. 


Le 


2,386 2,518 


Subsequent event 


On May 14, 1987, the Corporation entered, on behalf of the 
National Museums of Canada, into a contract amounting to 
$410,000 with a consultant for interior design and fit-up of the 
public spaces and staff offices related to the new National Gallery 
of Canada. The funding of the contract will be provided by the 


National Museums of Canada. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Concluded 


SCHEDULE OF CONSTRUCTION IN PROGRESS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


National Gallery of Canada Canadian Museum of Civilization Total 
Cumu- Cumu- Cumu- Cumu- Cumu- Cumu- 
lative lative lative lative lative lative 
to to to to to to 
March 31, March 31, March 31, March 31, March 31, March 31, 

1986 1987 1987 1986 1987 1987 1986 1987 1987 
Sitevevalationie. mone cae tert cee 108 108 108 108 216 216 
Architects and consultants ...........0....... 8,797 1,632 10,429 9,221 5,650 14,871 18,018 7,282 25,300 
Construction managers ...............0.0... 2,359 1,852 4,211 2,251 1,256 3,507 4,610 3,108 7,718 
Other construction Costs .............00006 43,309 42,528 85,837 21,815 17h 3632 39,147 65,124 59,860 124,984 
54,573 46,012 100,585 33,395 24,238 57,633 87,968 70,250 158,218 
Administration (Note 10) .........00.0...... 4,744 1,193 5,937 4,744 1,193 5,937 9,488 2,386 11,874 
59,317 47,205 106,522 38,139 25,431 63,570 97,456 72,636 170,092 
Esso INteTeStalnCOM Cs es 450 a 750 221 977 749 228 977 1,499 455 1,954 


58,567 46,978 105,545 37,390 25,203 62,593 OSL 72,181 168,138 
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SUMMARY PAGE 


CANADA PORTS CORPORATION 


MANDATE 


Planning and coordinating the development of the 15 ports and harbours, previously administered by the National 
Harbours Board, to achieve the objectives of the national ports policy and support Canadian international trade 
objectives, as well as other social and economic objectives. The corporation is also responsible for the direct 
administration, management and control of the ports and harbours not granted local port corporation status. 


BACKGROUND 


The corporation was established in 1983 with responsibility for the 15 ports and harbours across Canada that 
previously fell under the jurisdiction of the National Harbours Board. Subsequently, local port corporations were 
established at Montreal and Vancouver (in July 1983), at Halifax, Quebec and Prince Rupert (in June 1984), at St. 
John’s (in June 1985), and at Saint John (in December 1986). These corporations are now operating with a high 
degree of local autonomy. 


CORPORATION DATA 

HEAD OFFICE 99 Metcalfe Street 
Ottawa, Ontario 
K1A ON6 

STATUS —Schedule C, Part II 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 
AUDITOR 


—an agent of Her Majesty 
The Honourable John Crosbie, P.C., Q.C., M.P. 
Transport 


1983; pursuant to the National Harbours Board Act (R.S.C. 1970, 
N-8, s. 3); reconstituted by the Canada Ports Corporation Act, 
(S.C. 1980-8 1-82-83, C. 121, s. 1), proclaimed February 24, 1983. 


Jean-Michel Tessier 


The Honourable Ronald Huntington, P.C. 
Coopers & Lybrand 


FINANCIAL SUMMARY* (§$ million) The financial year is the calendar year. 


At the end of the year 


‘POPAIPASSEIS 0 ee eee ee Soe ae ke 
Obligations to the private sector 
Obligations:to Canada2 none 
Equityof Canadas a00 ta jucke oer 


Cash from Canada in the year 


DU gelary 0. ee oe eae 
NON SUOSCLOL Vato neatai an eee ae 


1986 1985 1984 1983 
(restated) 

POE ON Ur ase Sige Se 100.0 preys) 246.5 445.8 
nil nil nil nil 

SEL Re. teen ot 19.5 85.0 Saal 182.7 
hin Tine caper, caletiee. 8. CN 67.2 92.8 106.9 185.9 
ee pacaat hea ns ee ee 13.0 14.1 35.0 23.8 
Pen Ptr ear y fre STE (7.0) 2.6 4.9 7M 


* Assets and related liabilities of this corporation have been transferred to new local port corporations. 
** Excludes $5.5 million in accrued interest owed to Canada. 
*** Takes no account of special contributions to Canada in 1986 of $26.7 million. 
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CANADA PORTS CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN C. CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Canada Ports Corporation 
as at December 31, 1986 and the statements of income, surplus, con- 
tributed capital and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Coopers & Lybrand 
Chartered Accountants 
Ottawa, Canada 
February 18, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 
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Nee ee eee 
SS ——————————______ nnn EEE 


ASSETS 1986 1985 
Current 

Cashter ees ene e, es CaP RRS CN BE eae 225 641 
Investments(Note:4 enere screen cree ee ae 27,864 61,740 
Accounts recelVaDlesr eo ee ee eee DDS) fees 231, 
DoefromiCanada pr eo eer ee Rate 458 2,645 
Materials angisUpDilcSmereter tan seco errnre 352 514 
BIG Ooss 07 
Long-term investments (Note 4) .......0..0.00c eee 18,225 19,102 
Investment in Ridley Terminals Inc. (Note 5) ........0....... LIES Teewl6s22 7. 
Fixediassetsi(Note*/) ete ae eee 39,528 126,147 


100,041 231,253 


LIABILITIES 


Current 


Accounts payable and accrued liabilities (Note 8)........... 


Grants in lieu of municipal taxes 


Long-term 


Accrued employee benefits 


Financing provided by a province (Note 9) .....0.0..ccc 
Boansiromicanadan(INoterl 0) )meseae meee ee en cenn ne 


EQUITY OF CANADA 


Contributed capital 


Contribution from (to) Canada (Note 12) ......0..ccccceeeees 


Surplus (deficit) 


1986 


6,158 
49] 


6,649 


1,303 


24,893 
26,196 


55,896 
(5,589) 
16,889 
67,196 


100,041 


1985 


13,539 
480 


14,019 


1,554 
19,696 
103,144 


124,394 


130,734 


2510253 


On behalf of the Board: 


THE HONOURABLE A.R. HUNTINGTON 
Chairman 


DENIS DE BELLEVAL 
President and Chief Executive Officer 
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CANADA PORTS CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 
Revenue tromroperationsss secrete eee 14,959 12,295 
Operating and administrative expenses—Net............00000...... 11,510 10,857 
Depreciations:.- = cnter ken reine ee?) oe mee hy 2,877 3,169 
GrantswnilicuOlmuUiticnialitaxcs/ tat ame iL PASS) 1,286 
15,642 15,312 
INCtiloss:fromyopicra tions ee tenes eee nan (683) (3,017) 
Investmentiincome sees tree ee ne eee eee 5,149 6,864 
Interest-ex pense seer eee eee es te (128) (132) 
Net income before the undernoted items ..............c.c00cc00000--- 4,338 SENS 
Net loss of ports established as local port corporations 
(NOE) escue ROP eer: tole AR ga ay PONE (988) (536) 
Share in loss of Ridley Terminals Inc. (Note 5) .........0.......-. (5,090) (4,797) 
INetilOss rie terme et ec ena dene MEU Te ener Sees ae (1,740) (1,618) 


STATEMENT OF SURPLUS (DEFICIT) 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


————O lee 
1986 1985 


Deficit at beginning of the year 
ZASPLEVIOUS| VIC DOLLEC meee erent aan een ne 
Adjustment of prior year’s share in loss of Ridley Ter- 


(57,966) (56,775) 


Minal SiN IN Ote:5) pees eee ee ea 1,291 
ANS TOSLALC Ciena eee tats one reeay toma Rec mend reed ke (57,966) (55,484) 


(1,740) (1,618) 
(59,706) (57,102) 


Net loss:se8 Hee retain mee trict e e Paar eer Meh ne (anna) ae 


Surplus (deficit) transferred to local port corporations 
(INOte! 3) Semee eens VEL ete een MEN gen Oem, 


Surplus (deficit) at end of the year o......ccccccccccscececssescssesees 16,889 


(76,595) 864 
(57,966) 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


8BNajonanaoyoyoy“wqleees eooooaoanaumumuomomom ooo 
1986 1985 


Contributed capital at beginning of the year.................. 130,734 
Forgiveness of deferred interest on loans from Canada 
CINO( CSO) y-aeohe tees ie Meceote Noe a NA RUE Raa i 4,371 


Contributed capital transferred to local port corpora- 


142,319 


tlOns (NOLES) Ew x: tea a eelgrass) (79,209) (11,585) 
Contributed capital at end of the year oo... 55,896 130,734 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


SO OOooooooollooolyqlyqeqoqoooeoee 


1986 1985 
Operating Activities 
Netulossintictartueieh. sn) aeeeen®, 0 ener ory Je) a (1,740) (1,618) 
Items not affecting cash 
Depreciationier:. tyre cect: weno eo ete meee 5,483 6,078 
Defernedtinteresteee en eee eee ee ee 609 
Share in loss of Ridley Terminals Inc. .......00--..cecc0c00... 5,090 4,797 
Other 28 ae icet teem, Labi ee atte eum ited aed 127 122 
Increase in operating components of working capital ...... (2,727) (245) 
Cash provided by operating activities 000.00. ccceeceescescees. 6,233 9,743 
Financing Activities 
Capital prantseeee. 20 seater vate tee ae eee 1299 Seen 41g 


(6,993) 2,570 


Canada iat gat.. ae DAR ei 1,469 (US) 
Decrease (increase) in current portion of financing pro- 
vided tDyral province mere mm ete: tenner ce ae (175) 1,100 
Repayment of deferred interest 20.0.0... cccccccccccccceccesseeseecsee, (486) 
Contributionstol@anad agen ee (26,694) 
Cash provided (required) by financing activities .............. (19,400) 15,599 
Investing Activities 
Additionsitoltixediassets ema ene ann nana 16,379 17,310 
Proceeds on disposal of fixed assets .....0..0.00.0.ccccccccceccecces-... (187) (12) 
Cash required by investing activities............................... 16,192 17,298 
Increase (decrease) in cash and short-term investments ..... (29,359) 8,044 
Cash and short-term investments at beginning of the year. 62,381 60,028 
Cash and short-term investments transferred to local port 
COLPOTAa ONS: (INOtes3) heen en (4,933) (5,691) 
Cash and short-term investments at end of the year see 28,089 62,381 
ee ee en aa ne ie ee, OS ee ee 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Canada Ports Corporation Act 


Canada Ports Corporation is established under the Canada 
Ports Corporation Act. The Act provides for the establishment of 
local port corporations to manage and operate selected ports. The 
Corporation is named in Part II of Schedule C of the Financial 
Administration Act and is exempt from income tax. 


2. Significant accounting policies 


(a) Financial statements 


The financial statements of the Corporation include the 
accounts of all the ports and other facilities under its 
administration. The activities of the local port corporations 
are excluded from the financial statements from the date of 
their establishment. 


(b) Investments 


— 


The investments are shown at amortized cost whereby premi- 
ums or discounts from par value are amortized over the peri- 
ods to maturity. 


(c) Investment in Ridley Terminals Inc. 


The investment in Ridley Terminals Inc. is accounted for on 
the equity basis. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


(d) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(e) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(f) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the year they can be reasonably estimated. 


(g) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(h) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments, or in accordance with its policy. 


. Local Port Corporations 


At the closing of business on December 31, 1986, the Port of 
Saint John, New Brunswick was established as a local port corpo- 
ration under the name of Saint John Port Corporation. The Port 
of St. John’s, Newfoundland was established as a local port corpo- 
ration on June |, 1985, under the name of St. John’s Port Corpo- 
tation. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the local port cor- 
porations on the dates of their establishment at their carrying 
value in the accounts of the Corporation. As a result, the carrying 
value of the assets, liabilities and equity of the Corporation has 
been reduced as follows: 
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1986 1985 
(in thousands 
of dollars) 
Assets 
Cash and short-term investments ......0......0..ccccee 4,933 5,691 
Otherworking:capitalteee eee eee (309) (303) 
ong-terininvesttnentSree mame rte stn eee 949 944 
Fixed eee re, ee Eh Se eth ee eR 84,368 8,135 
89,941 14,467 
Liabilities 
Long-term accrued employee benefits .........0..00..00.. 483 69 
Financing provided by a province............cceee 19,521 
oansfromGanadateeme ee ree eins cn ene 68,356 1,949 
88,360 2,018 
Equity 
Contributed capital.................... SP I OI st AN 79,209 11,585 
GonthibutionitolGanad aee te ee eee nee (1,033) 
Surplusi(deticit) ements ee cer ee (76,595) 864 


89,941 14,467 


The statement of income includes the results of operations of 
the Port of Saint John for the years ended December 31, 1986 and 
1985, and the results of operations of the Port of St. John’s for the 
five month period ended May 31, 1985 as follows: 


1986 1985 
(in thousands 
of dollars) 
Reventedlromoperationsssre ser eee ers 11,562 12,228 
Operating and administrative expenses ................00- 7,098 05297 
Depreciationy: c..ca. tte areas -sia eres cee eatin 2,606 2,909 
Grantsuniewolmmunicipal tax Smee ace ee eer 801 808 
10,505 11,014 
Netlincome fromioperations: cesses eee 1,057 1,214 
investment incomeses sneer see ees tee ere 1,268 1,900 


Interestiexpenseenc.oe pak Nes si cers 


Net loss of ports established as local port corpora- 
CLOTS Re eres re et ese eee en ne (988) (536) 


(3,313) (3,650) 


. Investments 


Investments, which are direct and guaranteed securities of 
Canada, are: 


1986 1985 
Amortized Market Amortized Market 
Cost Value Cost Value 
(in thousands of dollars) 
Currente = ane 27,864 27,874 61,740 61,726 
Bongetermeecae eee ee 18,225 22,050 19,102 21,830 


5. Investments in Ridley Terminals Inc. 


Ridley Terminals Inc. (RTI) was incorporated on December 
18, 1981, under the Canada Business Corporations Act to 
develop, manage and operate a coal terminal on Ridley Island at 
the Port of Prince Rupert. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


At December 31, 1986, Canada Ports Corporation (the Corpo- 
ration) had acquired, at a cost of $23,021,400, 90% of the issued 
common shares ($900) and 100% of the Class A preference shares 
($23,020,500) of RTI. As of that date, Fednav Limited had 
acquired, at a cost of $23,020,600, 10% of the issued common 
shares ($100) and 100% of the Class B preference shares 
($23,020,500) of RTI. 

The Corporation’s investment in RTI is accounted for on the 
equity basis. Application of this method in years in which RTI has 
a deficit requires that the Corporation recognize a share of the 
results of operations of RTI equal to its participation in the total 
equity in RTI which, at December 31, 1986, was 50%. In years in 
which RTI has retained earnings, the Corporation’s share of the 
results of operations will be proportionate to its shareholding in 
common shares, after recognizing the dividend requirements of 
the two classes of preference shares. 

As a result of RTI’s successful appeal of the assessment of the 
1983 and 1984 property taxes $2,582,000 was refunded to RTI in 
March 1985. The Corporation’s deficit balance at January 1, 
1985, was adjusted accordingly by $1,291,000 representing the 
Corporation’s 50% share of the amount received. 

The investment in Ridley Terminals Inc. is composed of: 


1986 1985 
(in thousands 
of dollars) 
Balance at beginningiof the yeanss s.r 16,227 21,024 
SHAresntlOSS 2 see nee ee een eee eee (5,090) (4,797) 
Balance endiofithewveate wy asa are gh reee ene IGS 6227) 


A summary of the balance sheet of RTI as at December 31, as 
reported in its audited financial statements shows: 


1986 1985 
(in thousands 
of dollars) 
Assets 
Gurren tthe rar tte eke wc binaere sane an 3,640 4,580 
Fix COLE em e sek shal Seen See avec all yes alan ee calleng 1 224,792 230,540 
Other: -.<..<:.. eee JO Se SR TR al Diet 83 92 
2282515) 235,212 
Liabilities 
Current) yes see ee ee eee Oe 1225) 1,941 
Eong-termidedtv.miencn.e creatine ener 203,835 199,636 
205,060 201,577 
EQUit ernest, Seccicen scot Mins, LRA Me tives ecco Ee cece cea 23,455 33,635 
228 S150) 235212 


RTI has two long-term financing agreements with a major 
Canadian bank as follows: 


(a) A construction credit loan agreement which is guaranteed 
unconditionally by Canada and is further secured by a 
$250,000,000 subordinate fixed and floating charge collat- 
eral demand debenture. On July 1, 1985, all borrowings con- 
verted to a fifteen year term loan with specified semi-annual 
repayments commencing July 31, 1991 through January 31, 
2000. Interest on the bank loans is at the bank’s prime rate, 
payable monthly. The Bankers’ Acceptance fee is currently 
’e% per annum. 


(b) A revolving credit loan agreement which provides an 
$80,000,000 credit facility for advances on a revolving basis 
until June 30, 1989 at which time all borrowings will convert 
to a term loan repayable in specified semi-annual instalments 
commencing July 31, 1989 through January 31, 1992. Inter- 
est on the bank loans is at the bank’s prime rate plus 4% per 
annum, payable monthly. The Bankers’ Acceptance fee is 
currently 4% per annum. 
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This agreement is secured by a $350,000,000 first fixed and 
floating charge collateral demand debenture with the termi- 
nal facility as security and an assignment of the lease with 
the Prince Rupert Port Corporation. 


As at December 31, 1986, drawings under these agreements 
were as follows: 


1986 1985 
(in thousands 
of dollars) 
(a) Construction credit loan agreement— 
Bank. loans ies oF Warrant te eiet See 65,000 


Bankers’ acceptances, net of unamortized 


INteEresteChalpes ieee een een nee 197,940 134,036 
197,940 199,036 


(b) Revolving credit loan agreement— 


Bank loans’? 200: Raa i) Se eee 1,900 600 
Bankers’ acceptances, net of unamortized 
interest. changesmoncs ee eee eee ee 3,995 
5,895 600 


203,835 199,636 


Based on the amounts borrowed under the credit facilities as at 
December 31, 1986, annual principal repayments over the next 
five years amount to $738,000 in 1989, $1,918,000 in 1990 and 
$7,200,000 in 1991. 


The Class A preference shares carry a fixed cumulative divi- 
dend at a rate of 18% per annum on their stated value. The Class 
B preference shares carry a fixed cumulative dividend at a rate 
sufficient to net 20% after tax per annum on their stated value. 
The Class B preference shares annual dividend of 20% is a net 
sum after deducting an amount equal to the prevailing aggregate 
federal and provincial corporate income and profit taxes appli- 
cable to the dividend. 


Holders of the Class A and B preference shares are entitled to 
interest at the respective dividend rates in the event that dividends 
accrued are not paid. Unpaid interest compounds annually at the 
same respective rates. Interest has accrued since April 30, 1982. 
The preference shares are redeemable at any time at their stated 
value plus accrued dividends and unpaid interest thereon. Prefer- 
ence dividends and related interest in arrears at December 3b 
1986, calculated at tax rates prevailing as at that date with 
respect to the Class B shares amount to: 


1986 1985 
(in thousands 
of dollars) 
Class A preference shares held by Canada Ports Cor- 
poration AAO. 2 et ROLE A Cas 19,745 12,930 
Class B preference shares held by Fednav Limited .... 46,567 29,764 
66,312 42,694 


The results of operations of RTI for the year ended December | 
31, 1986, in comparison with the year ended December 31, 1985, 
are as follows: 


1986 1985 
(in thousands 
of dollars) 
Revenue tromjoperations =e east een 28,793 30,855 
Operating and administrative expenses ...........0..0......... 12,408 12,943 


Depreciation’ Aten. ee ee 6,594 7,212 


Interestiexperisewe... eee eee eee ere tn 19,971 20,294 
38,973 40,449 
ING HLOSS ic su.cme ace ag en ete eRe RN ae ee (10,180) (9,594) 
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CANADA PORTS CORPORATION— Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


6. Debentures of Saint John Harbour Bridge Authority 8. Accounts Payable and Accrued Liabilities 


The Saint John Harbour Bridge Authority is indebted in the 
amount of $14,153,000 (1985—$14,257,000) to the Corporation 
which in turn is indebted to Canada in the same amount, in 


Included in accounts payable and accrued liabilities are the fol- 
lowing: 


accordance with the provisions of Vote L106B, Appropriation Act — 
No. 7, 1967, 1967-68, c. 8. The interest and repayment terms of ates , 
the parliamentary advances to the Corporation are identical to . 
those of the debentures of the Authority. Under the terms of the Deferredinreventies et ee. ee, ee eee ee 192 749 
agreement between Canada and the Authority, Canada has, in Current portion of long-term liabilities ...0..0.00.00..cccecccee. Oma 


effect, guaranteed the repayment of both principal and interest on 


the debentures. Accordingly, the debentures received have been 9. Financing Provided by a Province 
offset against the advances and loans payable to Canada such that The Province of New Brunswick advanced $25,000,000 to par- 
they are not reflected as an asset and a liability on the balance tially finance the construction of Rodney Terminal, Saint John. 
sheet. Interest ERSOIRE. and expense of $971,000 (1985—$978,000) As at December 31, 1986, both the asset and the remaining debt 
aaa similarly offset and do not appear in the statement of were transferred to the Saint John Port Corporation. 
On July 9, 1981, Treasury Board agreed to the transfer of the 10. Loans from Canada 
responsibility for the administration of the indebtedness of Saint 1986 1985 
John Harbour Bridge Authority as well as the equivalent loan (in thousands 
payable to Canada from the accounts of the Corporation to those of dollars) 
of Transport Canada. As at December 31, 1986, this transfer had Loans bearing interest at 6.44% and 9.09% with 
not been completed. blended annual principal and interest repayment 
requirements of $193,000 and maturing on Decem- 
beri3 122000 se ee eee, Eee 1,632 29,362 
7. Fixed assets Defenrediintencs tu reneenrmve coe tte een eee 4,37] 
LeSSACUTREN ty POTCIO NM eeae ete area ae eee eee eee eee (70) (1,712) 
(a) Summary 1,562 32,021 
Non-interest bearing loans with indefinite due date ...... 17,841 55,609 
Accrued interest on loans not due and payable .............. 5,490 15,514 
1986 1985 24,893 103,144 
Accu- 
Depre- mulated Deferred interest on loans of $19,737,000 for the construction 
ciation depre- of terminal facilities at the Port of Saint John amounted to 
faeces 0st ele Na Se $4,371,000 as at December 31, 1985. In 1986, the deferred inter- 
% (in thousands of dollars) est was forgiven by the Minister of Finance and was treated as 
Band auch: 5,591 5,591 35,647 contributed capital. 
Dredging.......... 2.5-6.7 9,330 5,101 4,229 5,187 Principal repayment requirements over the next five years 
Berthing struc- amount to $70,000 in 1987, $75,000 in 1988, $81,000 in 1989, 
UTES eee 2.5-10 35,128 17,835 17,293 56,090 $87,000 in 1990 and $93,000 in 1991. 
Buildings.......... 2.5-10 Sy 11,982 3,929" | 12,728 
Utilities ............ 3.3-10 2,884 1,282 1,602 6,405 11. Contingencies 
vere taal ea se 3139 1.706 433° 11909 Claims aggregating approximately $500,000 in respect of law- 
Mathineryland suits, guarantees, employee agreements, damage allegedly suf- 
equipment... 5-100 18,640 13,598 5,042 6,337 fered on the Corporation’s property and sundry other matters in 
Office furni- dispute have been received by the Corporation but are not 
ture and reflected in the accounts. In the opinion of the Corporation, the 
equipment .... 20 2,161 1,749 412 462 final outcome of such claims should not result in any material 
Works — under financial liability. 
construction . 997 997 1,562 
92,781 53,253 39,528 126,147 12. Contribution from (to) Canada 
In 1982, the Corporation received a contribution from Canada 
eyreapialecant® of $20,072,000 for the purchase of shares in Ridley Terminals 
Inc. The terms and conditions of repayment of the contribution 
During the year, the Corporation received capital grants were to be determined by Treasury Board and the Corporation 
totalling $12,993,000 (1985—$14,127,000) towards the con- prior to April 1, 1989. 
struction of capital projects. In 1985, Canada requested from various Crown Corporations a 
(c) Capital expenditure commitments portion of cash identified as surplus to their requirements. As part 
of this cash recovery exercise, a request was made for a contribu- 
Contractual obligations for the completion, construction and tion of $133,000,000 from the Ports Canada system which, at that 
purchase of fixed assets are estimated at $232,000, of which time, consisted of the Canada Ports Corporation and the six local 
most will be expended in the year ending December 31, 1987. port corporations. 

The Corporation’s share of the contribution, excluding the Port 
of Saint John’s share, was in the amount of $25,661,000 of which 
$20,072,000 has been applied against Contribution from Canada 
as authorized by the Minister of Transport. The balance of 
$5,589,000 has been treated as a Contribution to Canada. 

13. Comparative Figures 


The 1985 figures have been reclassified in order to conform 
with this year’s presentation. 


106 


MANDATE 


PUBLIC ACCOUNTS, 1986-87 


SUMMARY PAGE 
CANADA POST CORPORATION 


To operate a postal service on a self-sustaining financial basis while providing a standard of service that will meet the 


needs of Canadians. 


BACKGROUND 


The Canada Post Corporation Act requires the corporation to fulfill its mandate while “improving and extending its 
products and services,” having regard to “the need to conduct its operations on a self-sustaining financial basis.” The 
corporation is also called upon to manage its human resources “in a manner that will both attain the objects of the 
corporation and ensure the commitment and dedication of its employees.” Canada pays subsidies to the corporation 
in support of the publishing industry, for Northern parcel mails, parliamentary free mail, and blind persons’ free 
mail. The actual operating subsidy today is about 4 per cent of the corporation’s operating expenses. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. | 


At the end of the period 


Sir Alexander Campbell Building 
Confederation Heights 

Ottawa, Ontario 

K1A OB1 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Harvie Andre, P.C., M.P. 
Consumer and Corporate Affairs 


1981; by the Canada Post Corporation Act (S.C. 1981, C. 54), 
proclaimed October 16, 1981. 


Donald H. Lander 


Sylvain Cloutier 


Maheu Noiseux and the Auditor General of Canada 


1986-87 1985-86 1984-85 1983-84 


Total Assets eee Vanes ACR Aha, & 2,629 2,451 2a) 2,403 

Obligations to'the, private sector oies..1.0.048 te ete scseoes. nil nil nil nil 

Obligations @ anadanged: ceuverneuh tint eens ae nil nil nil nil 

Equitytef CanddaoA isinnh ini seed WORN Gtte 1,598 1,576 1,602 1,645 
Cash from Canada in the period 

<= DUCA one ete ee meee ae ee ee te oe 232 184 347 306 

+ NOMEDUC SECA TY, ss -incak neh Stier OR aR bes nil nil nil nil 


* Budgetary amounts do not include the special payments for cultural and other mails. 
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CANADA POST CORPORATION 


RESPONSIBILITY FOR FINANCIAL REPORTING 


The Board of Directors is responsible for the financial statements 
and all other information presented in this annual report in accordance 
with the Financial Administration Act and regulations. The financial 
statements have been prepared by management in accordance with 
generally accepted accounting principles and, where appropriate, 
include amounts based on management’s estimates and judgment. 


Management has developed and maintains books of account, 
records, financial and management control and information systems 
and management practices. These are designed to provide reasonable 
_ assurance that assets are safeguarded and controlled, and transactions 
are in accordance with the Financial Administration Act and regula- 
tions as well as the Canada Post Corporation Act and by-laws of the 
Corporation. Internal audits are conducted to assess these systems and 
practices. 


The Board of Directors ensures that management fulfills its respon- 
sibilities for financial reporting and internal control through the Audit 
Committee which is composed of five directors, three of whom are not 
employees of the Corporation. The Audit Committee meets at least 
| annually to review, and advise the Board of Directors with respect to, 
the financial statements and the auditors’ annual report. The Audit 
Committee also oversees the internal audit activities of the Corpora- 
tion and performs such other functions as are assigned to it. 


_ The Corporation’s external auditors, the Auditor General of Canada 
and Maheu Noiseux, examine the financial statements and report to 
the Minister Responsible for Canada Post Corporation. 


BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


ASSETS 1987 1986 
Current 
(OES oe arash Os ati reir lih bert ae Melinda | eae ea 608,248 481,008 
Accounts receivable 
Governmentiofi@anadame et eee 5,534 9,389 
Foreign postal administrations. .....0........cccccccseeeeeees 78,829 80,456 
OtherRaiyee pet isc ey Rs ondte! Prnreitevete.-. 10,298 8,731 
Brepaidiexpensesiavense ieee ee 37,833 35,821 
740,742 615,405 
Fixed (Notes 3 and 8a) 
Land, buildings and equipment............0...cccccccecseeeeceeeee 1,913,668 1,800,238 
my Less: accumulated!depreciation .........-...000-.0 0, 412,829 321,821 
1,500,839 1,478,417 
‘Other 
Deferred employee termination benefits ..................... 386,939 357,606 
National Postal Museum (Note 4) .........cccccccccecseeeeees ] ] 
386,940 357,607 
| 2,628,521 2,451,429 


Contingent liabilities (Note 7) 
“Approved by the Board: 


SYLVAIN CLOUTIER 
Chairman of the Board 


DANIEL J. SCANLAN 
Chairman, Audit Committee 
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AUDITORS’ REPORT 


TO THE MINISTER RESPONSIBLE FOR CANADA POST CORPORA- 
TION 


We have examined the balance sheet of Canada Post Corporation as 
at March 31, 1987 and the statements of equity of Canada, operations 
and extraordinary restructuring costs and changes in financial position 
for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Post Corporation Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Maheu Noiseux 
Chartered Accountants 
Ottawa, Canada 
June 10, 1987 


| 
— |) Ml. eee 


LIABILITIES AND EQUITY OF CANADA 1987 1986 


Current liabilities 
Accounts payable and accrued liabilities 


Governimentoti@anadases see een nent eee 140,020 101,510 
Foreign postal administrations............0.0ccccccccseeeseees 6,408 8,511 
ORR Cie e tenerte area eee ete eee 98,610 63,928 
SalariestandiOenehitsmove ya eee oe re etn: 183,186 144,200 
Deéferredirevenuesyaee ee ea ee eek ee 145,973 133,506 
@utstandingimoneyiondersweee sae een ee 61,362 59,217 
DC POSit Sie. same Pa Sete ores B eels at ec autre nak 7,683 7,033 
643,242 517,905 
Employee termination benefits (Note 5) .......0..ccccceee 386,939 357,606 
EQUITY OF CANADA 
@ontributedicapitaliy..2- ees eee 1,739,388 1,678,218 
Accumulated unfunded losses from operations .......... (102,300) (102,300) 
Accumulated extraordinary restructuring costs, 
recoverable in future postal rates (Note 6)............. (38,748) 
1,598,340 1,575,918 
2,628,521 2,451,429 
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STATEMENT OF EQUITY OF CANADA 
YEAR ENDED MARCH 31 
(in thousands of dollars) 


Contributed capital 
ATIDESINNIN PrOl sy CA lyre mentee erertaeen eater cyanate 
Parliamentary appropriations for capital, extraordi- 
nary restructuring costs and special purposes 
((Note:Sa ) ee eee rere eee Remarc a 


AG ENdiOf year es tet wd cae ed ces deme encoun te 


Accumulated unfunded losses from operations 
Atibegitining, Ofsyea tue. sos tese nts ee 
Unfunded loss from operations ...........0..:ccceeceereeee 


Atiendiofsyean axe aenih sna uihn ee ek, ere, Gan 8 


Accumulated extraordinary restructuring costs, recov- 
erable in future postal rates 

At beginning Of year yee eects ct terete eters: 

Additions during the year (Note 6)..............:cceeee 

Amortizationtor the yeah ese eras eee nee 

AT ENGlOfs years careers arene ete eect ee 


Equity of: Canadace. men ccscvr: santa teres sense e seen 


STATEMENT OF OPERATIONS AND 


1987 


1,678,218 


61,170 
1,739,388 


102,300 


102,300 


38,748 


38,748 
1,598,340 


EXTRAORDINARY RESTRUCTURING COSTS 


YEAR ENDED MARCH 31 
(in thousands of dollars) 


Revenues 
Mail 
Posta 2 6 xeccereencseesc sce REESE 
Subsidies on behalf of postal user (Note 8b).......... 


International-settiementssen teeta etna era cee 
Rostiofficerboxirenta lsaeeseet = enn et ene ete 
Philatelic-andiretatlisaleseee ee eee 
Moneyorden fees pre. een a emer tne eee 
COTO 11S) reat FAN Ais Tearet x cone Mn cet ae Le Sabb A ae ena mR 


Expenses 
SAATMCSTANGIDENC LIS imat sarees ereee ee entree noes 
sErdansportatiOneccwme ss: acnsectctst ee oper eres 
ACCOM MOG AClON eee ar eer eee ee aero ted er 
Depreciation Weer hc. ccc ee ee ee 
International settlements cee seterrcet rss ieee teen 
Matenialstandisupplies/esecsrem meet eae ener ee 
‘Dravel'andicommunications asters er eae 
Computer, security and professional services ............. 
Commissions;andifees™s ees ee ee ee 
Rentals, repairs and maintenance................0.0cc0c00 
Advertising and publications...............cccccsccseseeteees 
OUR eee ee eee ne eer ene ce eee 


Bossvfromopera Onis nese. rennrenme ements fee era 
Amortization of extraordinary restructuring costs 
Governmentiunding (Note) Sc)ses tees eee ere 

Unfunded loss from operations ................:ccccsceesseeseeeees 

Extraordinary restructuring costs, recoverable in 
future postalirates)(INoteG)e1. eet tenteceae 


1987 


2,500,129 
254,093 
2,754,222 
136,917 
23,019 
20,986 
17,273 
17,639 


2,970,056 


2,243,224 
317,979 
191,170 

85,690 
70,175 
54,339 
43,599 
35,718 
28,129 

9,936 

7,808 
11,270 


3,099,037 
128,981 


128,981 


38,748 


1986 


1,677,692 


526 
1,678,218 


76,157 
26,143 


102,300 


1,575,918 


1986 


2,340,887 
225,093 
2,565,980 
119,387 
18,602 
21,760 
15,936 
16,009 


2,757,674 


2,208,379 
306,612 
136,088 

79,534 
66,663 
45,633 
35,435 
32,402 
31,293 
9,066 
7,593 
9,403 
2,968,101 


210,427 


184,284 
26,143 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31 
(in thousands of dollars) 


1987 1986 
Cash from operations 
Eossifromioperations: 21s seater eee (128,981) (210,427) 
Items not requiring cash 
Depreciationiancs.2a.ccuenarn vas ao eu 85,690 79,534 
Losson\disposallof fixediassetsv. etna aes 4,369 883 
(38,922) (130,010) 
Government funding! 2. gcc ten gece cee eee ree 128,981 184,284 
Changes in non-cash working capital items 
Accounts receivable eus.t some cscrct cae ceteaen tee 3,915 (10,495) 
Accounts payable and accrued liabilities ................ 71,089 83,414 
Deferred irevenuesssncnnc.. oi oa eee 12,467 9,469 
Outstanding: moneylordersi.1-. eee. cee- eee eee 2,145 (3,950) 
Other, croton Pir et ed le ee no 37,624 13,379 
217,299 146,091 
Cash for extraordinary restructuring 
Extraordinary restructuring costs, recoverable in 
future postal rates. c sso sch een ne eae aaa (38,748) 
Cash from financing 
Parliamentary appropriations for capital, extraordi- 
nary restructuring costs and special purposes......... 61,170 526 
Cash invested 
Land and buildings acquisitions ................0:..0:cce (42,185) (15,394) 
EquipmentiacquisitionSwes cn are et ereere (72,828) (40,529) 
(115,013) (55,923) 
Parliamentary appropriation for special purposes...... 502 435 
Proceeds on disposal of fixed assets .........0.0..00cceee 2,030 688 
(112,481) (54,800) 
Cash increase ets: Saw ho. a eee 127,240 91,817 
Cashjatibeginning/ofi yéate... eee eee 481,008 389,191 
Cashvat, end Of year ies 1.uyte ee ee ee 608,248 481,008 
Represented by 
Cash 549,997 423,696 


Money order funds in trust 58,251 S732 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Incorporation 


The Corporation was established by the Canada Post Corpora- 
tion Act on October 16, 1981 to operate a postal service on a self- 
sustaining financial basis while providing a standard of service 
that will meet the needs of the people of Canada. The Corporation 
is a Crown corporation included in Part I of Schedule C to the 
Financial Administration Act and is an agent of Her Majesty. 
The Corporation is exempt from income taxes. 

The Canada Post Corporation Act provided that all the prop- 
erty, assets, rights, obligations and liabilities of the Post Office 
Department be transferred to the Corporation from the Govern- 
ment of Canada. 


2. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. A summary of the 
significant accounting policies of the Corporation follows: 


(a) Rate regulation 


The Canada Post Corporation Act provides that the Corpora- 
tion may make regulations prescribing rates of postage that 
are fair and reasonable so as to provide revenue together with 
any revenue from other sources, sufficient to defray the costs 
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CANADA POST CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


(b) 


(c) 


incurred by the Corporation in the conduct of its operations. 
The Corporation is required to publish each proposed regula- 
tion for interested persons to make representations to the 
Minister Responsible for the Corporation, who thereafter 
submits the regulation to the Governor in Council for con- 
sideration and subsequent approval or refusal. 


With the approval of the Governor in Council, as rate regula- 
tor, the Corporation may include certain costs in its future 
operating cost base for purposes of establishing postal rates 
at that time. This may result in the deferral of costs which 
otherwise would be charged to current operations. All such 
costs are amortized and recovered in future postal rates on 
the basis specified by the rate regulator. 


Fixed assets and depreciation 


Land, buildings and equipment transferred from the Govern- 
ment of Canada on October 16, 1981 were recorded at their 
fair value at that date, determined as follows: 


Land — Market value based on existing 
use 
Buildings — Depreciated replacement cost 


Plant equipment, 
vehicles, and sales 
counter and office 
furniture and equipment 


— Depreciated replacement cost 
or original cost less 
estimated depreciation 


The market value of land and the depreciated replacement 
cost of buildings transferred by the Government of Canada 
was determined by independent appraisals. Acquisitions sub- 
sequent to October 16, 1981 are recorded at cost. 

Minor equipment was recorded at estimated depreciated 
replacement cost at October 16, 1981. Subsequent additions 
to the base amount are recorded at cost. Replacement of 
mailbags and lockboxes are expensed as purchased. 


Depreciation is provided on the straight-line basis over the 
estimated useful lives of the following assets: 


30 and 40 years 
4 to 30 years 


Buildings 

Plant equipment 

Vehicles (other than passenger 
and light duty commercial) 

Sales counter and office furniture 
and equipment 

Minor equipment—Street furniture 
and monotainers 


6 to 10 years 
5 to 20 years 


5 to 15 years 


Depreciation is provided on the diminishing balance basis at 
an annual rate of 30 per cent for all passenger and light duty 
commercial vehicles. 


Employee termination benefits 


Employees of the Corporation are entitled to specified termi- 
nation benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. 


With the approval of the rate regulator, the Corporation 
defers the costs of unpaid employee termination benefits 
accruing to employees until such time as the Corporation 
becomes self-sustaining (anticipated to be the year ending 
March 31, 1989). Accordingly, the present value of the pro- 
jected costs of unpaid employee termination benefits is 
recorded in the accounts as a long-term liability offset by a 
deferred charge, since such costs will be recovered from 
future postal revenues and/or Government funding (Notes 5 
and 8c). The deferred costs are amortized and charged to 
operations on the same basis as the liability is paid and recov- 
ered from revenues and/or Government funding. 


(d) 


(e) 


(f) 


(g) 


(h) 


(1) 
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Revenue recognition 


Amounts received for which services have not been rendered 
prior to the end of the year are deferred. 


Parliamentary appropriations 


Parliamentary appropriations representing Government con- 
tributions are credited to equity of Canada when costs are 
incurred. However, when capital items are funded under a 
Government assistance program, the funding is applied to 
reduce the capital cost. As outlined in Note 8a, unexpended 
amounts are set up as a current liability due to the Govern- 
ment of Canada. 


Parliamentary appropriations representing subsidies on 
behalf of postal users and Government funding are credited 
to operations in the year to which they relate, as outlined in 
Note 8b and c. 


Workers’ compensation 


The Corporation assumes all risks for workers’ compensation 
claims. The estimated costs of such claims, as a result of inju- 
ries On duty, are recorded as expenses in the year of injury. 
All payments for injuries suffered by employees prior to 
October 16, 1981 are the responsibility of the Government of 
Canada, since they are the liability of the Department of 
Labour. 


Pension plan 


Employees of the Corporation are covered by the Public Ser- 
vice Superannuation Plan administered by the Government 
of Canada. Under present legislation, contributions made by 
the Corporation to the Plan are limited to an amount equal to 
the employees’ contributions on account of current service. 
These contributions, which amounted to $96,265,000 
(1986—$96,360,000), represent the total pension obligations 
of the Corporation and are charged to operations on a cur- 
rent basis. The Corporation is not required under present 
legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account 
and/or with respect to charges to the Consolidated Revenue 
Fund for indexation payments under the Supplementary 
Retirement Benefits Act. 


Extraordinary restructuring costs, to be recovered in future 
postal rates 


The Corporation has undertaken certain programs which 
form part of a major restructuring of the current postal sys- 
tem to meet specified operating and service performance 
standards. The costs of these programs are of an unusual, 
non-recurring and strategic nature. 


With the approval of the rate regulator, these costs are to be 
recovered in future postal rates and, as such, are amortized 
on a straight-line basis over the ensuing five years. Pending 
the amortization and recovery of such costs in future postal 
rates, these costs are reflected in the statement of operations 
and extraordinary restructuring costs as incurred, and are 
accumulated as a reduction of the equity of Canada. 


In the event that the Corporation determines there is no 
reasonable assurance that particular amounts will be recov- 
ered, such unrecoverable costs will be charged to current 
operations. 


Foreign currency translation 


Revenues and expenses relating to transactions with foreign 
postal administrations are translated into Canadian dollars at 
the exchange rates at the time of transaction. Amounts due 
to or from foreign postal administrations at the balance sheet 
date are translated at the then prevailing exchange rates. 
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MARCH 31, 1987—Continued 


Gains or losses arising from translation of foreign currencies 
are included in operations. 


3. Fixed assets 
1987 1986 
Accu- 
Cost or mulated 
fair deprecia- 
value tion Net Net 
(in thousands of dollars) 
[and).t25 ee eee 241,704 241,704 237,564 
Buildingsi esses 1,013,603 195,520 818,083 810,046 
Plant equipment......... 431,095 148,351 282,744 301,103 
Vehicles... hae 71,431 35,801 35,630 26,774 
Minor equipment 
mail bags and lock 
bDOXeSteneee eres 24,325 24,325 PJ 
street furniture and 
monotainers........ 40,174 122232 27,942 14,450 
Sales counter and 
office furniture and 
equipment............... 91,336 20,925 70,411 61,229 
1,913,668 412,829 1,500,839 1,478,417 


de 


. National Postal Museum 


The Corporation operates a museum which contains philatelic 
material, postal artifacts, a postal library, exhibits that trace the 
history of the mail and other postal memorabilia. Since these col- 
lections, exhibits and books are not for resale and are of undeter- 
mined value, they have been recorded at a nominal amount of 
$1,000. 


. Employee termination benefits 


At the time of incorporation on October 16, 1981, the Corpora- 
tion assumed the liability related to termination benefits which 
had accrued to employees of the Post Office Department. In addi- 
tion, the Corporation recognizes in the accounts the liability for 
benefits accruing to employees of the Corporation since October 
16, 1981. The present value of these projected liabilities and the 
corresponding deferred charge remaining to be amortized and 
charged to operations at March 31, amounted to: 


1987 1986 
(in thousands 
of dollars) 
Accumulated!toiOctober, 6nl9OS ee. ee eee 240,949 239,643 
Accumulated subsequent to October 16, 1981 ............. 145,990 117,963 


386,939 357,606 


The total charge to operations for employee termination ben- 
efits amounted to $15,633,900 (1986 — $29,788,690). 


. Extraordinary restructuring costs, recoverable in future postal 


rates 


During the year, the Corporation incurred costs which contrib- 
ute to the restructuring of the current postal system to meet speci- 
fied operating and service performance standards. These costs, 
totalling $38,748,000, relate to personnel downsizing and develop- 
ing and implementing management and operating systems, and 
are to be recovered in future postal rates. These costs will be 
amortized on a straight-line basis over the next five years. 


Contingent liabilities 


(a) Two complaints have been filed with the Canadian Human 
Rights Commission, alleging discrimination by the Corpora- 
tion concerning work of equal value. A settlement with no 
retroactive effect has been reached with one claimant. The 
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Commission now has this settlement before it for approval. 
The Commission’s investigation of the second complaint is 
continuing and the outcome is not presently determinable. 
Settlement, if any, arising from resolutions of these matters, 
will be recovered in future postal rates (as determined in 
accordance with the Canada Post Corporation Act) and/or 
from the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. 
However, such leave entitlements do not vest and are depend- 
ent on future illness. The amount of accumulated sick leave 
entitlements which will become payable cannot reasonably be 
determined. Sick leave benefits are expensed as paid. 


8. Parliamentary appropriations 


(a) Parliamentary appropriations for capital, 
restructuring costs and special purposes 


extraordinary 


The Government of Canada provides contributions towards 
the acquisition of fixed assets and the extraordinary restruc- 
turing costs in the form of a parliamentary appropriation for 
capital and extraordinary cost requirements. In previous 
years, the Corporation also received appropriations for other 
special purposes. Appropriations have been allocated as fol- 


lows: 
1987 1986 
(in thousands 
of dollars) 
Unexpended balance at beginning of year ............... 2,261 2,492 
Parliamentary appropriations 
Capital and extraordinary cost requirements ...... 103,000 
Special PuLpOSest vem enc ener ec eee 730 
Total available tons. S62 cee ee See eee 105,261 Br222 
Credited to 
Equity of Canada 
Capital and extraordinary restructuring costs. 59,963 
Specialipurposes@sene gee ree eee oe eee 1,207 526 


Fixed asset acquisitions (Government assist- 
ANCO),.26;. edocs cece 7 eon ne ome ee ee $02 435 


Expendediduninpithesyea tases eee ce eee ee 61,672 961 
Unexpended balance at end of year (in current 
liabilities), oro cee ete eer een een 43,589 2,261 


(b) Subsidies on behalf of postal users 


The Government of Canada provides assistance to the pub- 
lishing industry by making payments which compensate the 
Corporation for reduced postal revenue from that source. In 
accordance with Government policy, the Corporation also 
receives compensation to subsidize postal rates for govern- 
ment free mail, literature for the blind and northern air stage 
services. Subsidies received are as follows: 


1987 1986 
(in thousands 
of dollars) 
Department of Consumer and Corporate 
Alfairs' ot aiee \ Si) 83. ie Oe Sere 199,000 170,000 


55,093 55,093 


254,093 225,093 


It is anticipated that where Government policy requires the 


Corporation to provide postal services at rates less than cost, | 


the Corporation will continue to receive subsidies as compen- 
sation for foregone postage revenue. 
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(c) Government funding 


The Canada Post Corporation Act provides that where the 
annual revenues of the Corporation are insufficient to permit 
the Corporation to pay all its operating and income charges, 
the amount of the insufficiency shall be included in the form 
of a deficit appropriation in the next Estimates laid before 
Parliament. 


By arrangement with the Government of Canada, the annual 
deficit appropriation in respect of the loss from operations is 
$128,981,000 (1986 — $184,284,000). 


9. Lease commitments 


The Corporation leases certain facilities under operating leases 
which expire at various dates between 1988 and 2001. The Corpo- 
ration’s future minimum rental payments required under operat- 
ing leases that have terms in excess of one year, are as follows: 


(in thousands 
of dollars) 


OS Seat Ce ee Merten a eA ne en eld te) 32,883 
LOS Dei 8 eee een, SORE ED: 7, le easy 28,561 
199 Ore EU ENMU, UR UE oes Pa a ee dia 22,421 
1991 sewage het 2 ever Boerne ea atte Oe N os tas say va ee Oc 16,759 
OEE sito acct ce ERAS SSR po ee ee ee ae 13,357 
MD Stow OO eater ce enc BOs ss ced uh deen eae 31,013 


144,994 


10. Related party transactions 


The Corporation had the following transactions with related 
parties in addition to those disclosed elsewhere in these financial 
statements. 


(a) Property management 


The Corporation has a property management arrangement 
with the Department of Public Works to manage substan- 
tially all the Corporation’s real property. Operating, mainte- 
nance, leasing and other accommodation costs including 
grants in lieu of taxes, incurred by the Department of Public 
Works, plus a management fee charged to operations 
amounted to $176,200,000 (1986—$130,840,000 excluding 
grants in lieu of taxes). Rental income from third parties of 
$10,130,000 (1986—$6,320,000) is included in other reve- 
nues. Capital expenditures including a management fee 
amounted to $31,240,000 (1986—$13,270,000). 


(b) Financing 


At the present time, the Corporation’s receipts are deposited 
to the credit of the Corporation in the Consolidated Revenue 
Fund of the Government of Canada and its expenditures are 
paid out of the amounts held to its credit in this Fund. 
Where, at any time, the available revenues of the Corpora- 
tion are not sufficient to pay all the operating and income 
charges as and when due, the Minister of Finance may, with 
approval, place at the disposal of the Corporation such 
amounts as may be required to enable the Corporation to 
meet all such charges. The Corporation is not charged inter- 
est, nor does it receive interest, on its balance in the Con- 
solidated Revenue Fund. 


(c) 


(d) 


111 


Money orders 


Funds received from the issue of money orders are held in 
trust to the credit of the Corporation in the Consolidated 
Revenue Fund of the Government of Canada until required 
for redemption of the money orders and/or settlement with 
foreign postal administrations. Interest is not received on the 
funds on deposit, nor is there a charge by the Government of 
Canada for expenses relating to the redemption of money 
orders. 


Other 


In the normal course of business, the Corporation enters into 
various other transactions, such as the provision of postal ser- 
vices and the purchase of air and rail transportation, with the 
Government of Canada, its agencies and other Crown corpo- 
rations. 


11. Labour negotiations 


Labour agreements between the Corporation and all of its bar- 


gaining units have expired. Negotiations, begun prior to expiry 
dates, are in progress. 


a 
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CANADIAN ARSENALS LIMITED 


MANDATE 


To provide an industrial base to fulfill the requirements of Canada’s national defence for large calibre ammunition 
and complimentary products, with the assistance of the private sector to every extent possible. 


BACKGROUND 


The corporation’s initial responsibilities had been the rationalization and the scaling-down of operations and facilities 
used in World War II and in the Korean conflict. Its only large purchaser was the Department of National Defence 
and its selling prices were related to its costs. The Canadian Arsenals Limited Divestiture Authorization Act was 
proclaimed on May 1, 1986 and on May 9, the corporation was sold for $92.2 million to the SNC Group. 


CORPORATION DATA 

STATUS Sold to private sector interests 

YEAR AND MEANS 1945; by letters patent - under Part I, Companies Act 1934. 

OF INCORPORATION Continued under the Canada Business Corporations Act, October 


20, 1980. 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


TotaltA ssetsiacku aelees of shane seen aia eve nna he eee 135.9 126.0 88.9 83.5 

Obligations to thetprivate sector hi. Ao swe ttre mane |i begs 11.0 0.2 

Obligations to@anada erwin ce ten cea tes eee eta can greece 4.7 4.7 4.7 4.7 

Equitycof Canadaii a. 0a terse: cera en arenas casa ea 62.0 S2ah 43.9 38.2 
Cash from Canada in the period 

== DUG SOCAL YS rte iicius potune coaatmarn cides tema ae een ah cinasanente nil nil nil nil 


= NON DUC SCLALY pases noire acme coral ack eee ea ee ee ee nil nil nil nil 
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CANADIAN ARSENALS LIMITED 


(Since the audited financial statements are not available in English, 
here is the French version) 


RAPPORT DES VERIFICATEURS 


AUX ADMINISTRATEURS DE 
LES ARSENAUX CANADIENS LIMITEE 


Nous avons vérifié le bilan de Les Arsenaux Canadiens limitée au 9 
mai 1986 ainsi que les états des résultats et des bénéfices non répartis, 
du surplus d’apport et de |’évolution de la situation financiére pour 
l’exercice de six semaines terminé 4 cette date. Notre vérification a été 
effectuée conformément aux normes de vérification généralement 
reconnues, et a comporté par conséquent les sondages et autres procé- 
dés que nous avons jugés nécessaires dans les circonstances. 


La Société impute l’amortissement des immobilisations cédées par le 
Canada au surplus d’apport plutét qu’aux résultats, puisque le Canada 
ne reconnait pas cet amortissement comme un élément de coit lors de 
la négociation des prix de vente. A cet égard, les états financiers ne 
sont pas conformes aux principes comptables généralement reconnus. 
Si l’on avait imputé cet amortissement aux résultats, le bénéfice net 
pour l’exercice aurait été inférieur de $215,287 et le solde des bénéfices 
non répartis et du surplus d’apport aurait été respectivement inférieur 
et supérieur de $9,843,810. 


A notre avis, a l’exception des effets de la non-comptabilisation de 
'amortissement aux résultats indiqués au paragraphe précédent, ces 
états financiers présentent fidélement la situation financiére de la 
Société au 9 mai 1986 ainsi que les résultats de son exploitation et 
Pévolution de sa situation financiére pour l’exercice de six semaines 
terminé a cette date selon les principes comptables généralement 
reconnus, appliqués de la méme maniére qu’au cours de ’exercice pré- 
cédent. 


Comptables agréés 
Maheu Noiseux 
Montréal, le 2 juillet 1986 


BILAN AU 9 MAI 1986 
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VWwoe—eeossss—$({(y99—9$—=—aoq$=—_—=@mo00N0NsS0q™$=$MRnmomm9BpamSmTmmMST 


ACTIF 1986 
$ 
A court terme 
BIACAISSE ME, CE PAU Sine onl Jo aehireenn ey Biel th 407,602 
Boniduitresorsauicoutd tere cele dw, Aenea, i aks, Ale tes 10,941,489 
Débiteurs 
CATERER ns Renee Sal Ce ete rns cme 16,729,624 
PNUCTOS Seen Me ncs eAerne ee SN Verh art e8, Ute ee om, 1 3 548,594 
Facturation proportionnelle des fournisseurs .............00.00000.0... 1,508,651 
STOCKS !(notels MEGtet ss Be aN RE iene terre ce oe orf 62,552,457 
Frais imputables au prochain exercice..........ccccccecccscesceccesseeseess 158,366 
92,846,783 
Emlouilisations (note,4).,ce.teee ae eee Ree ee Sel area o 43,308,940 
ME OROFLES (OLED) sis sessscossssdivenecsorsncseiseiwescesspecsess esorseones 4,007,587 
140,163,310 


Nom du Conseil d’administration: 


{dministrateur 
-AURENT BERGERON 


{dministrateur 
EAN-PAUL GOURDEAU 


PASSIF 


A court terme 
Creditcurs Canaries ne aero ee nae eens here ue nN 
Facturation proportionnelle aux clients 
Canadan Meneses ttmen dre re ye ve) See tenn aa 


Montant dutau) Canada (note 6) ear nea een een ae 
Portion a court terme de |’obligation découlant de contrats 
de location-acquisition (Note 7) ..........ccccccsscesceccesceseeseeveevesess 


AJons terme (note 7 accents enw slubie Uo) nae eae 


AVOIR DU CANADA 


Capital-actions (note!8) m1 ee ee ee 
Surplus: dia pport:soseceetors seers teins cones OU AR BD 
Beneficesinonirepartis: sneer ae ee 


1986 


22,838,675 
38,150,086 
1,459,762 
4,724,941 


2,375,474 


69,548,938 


9,072,614 


78,621,552 


30 
14,530,379 
47,011,349 


61,541,758 
140,163,310 
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ETAT DES RESULTATS ET DES BENEFICES NON REPARTIS 


POUR L’EXERCICE DE SIX SEMAINES 
TERMINE LE 9 MAT 1986 


1986 
$ 

Ventes)(noteslO) i nee sno eres meer eee nc eaten ess eee 4,562,352 
Codtides|produitsivendusie se. rece eee ere 3,471,030 
Bénéfice brit 2 eites cee ee ee en ae eee 1,091,322 
AAULTES TEVENUS ee etre cates concer oe aee on orien aneen Ren ner nee anes 44,965 

1,136,287 
Depensesidradministrationicrse ene ratre ee eens eee 1,267,358 
Frais de financement, dette’a long terme. ccecccccecce-ceceeeceseeesseaeee 135,341 

1,402,699 
Perteinette:: sec creerr cette cee cena ee Me een een ne Serer te (266,412) 
Bénéfices non répartis au début de l’exercice .......0...ccceeeeeee 47,277,761 
Benéfices nom repartis'a layfin’de lexercices:.... ryan eee 47,011,349 
ETAT DU SURPLUS D’APPORT 
POUR L’EXERCICE DE SIX SEMAINES 
TERMINE LE 9 MAI 1986 

1986 
$ 
Solde’anidébutidelliexercices fee. oe 14,745,666 
Immobilisations cédées par le Canada 
AMOrtissement (NOtesS) cere ee eee eee (215,287) 

Soldesailanfinidediexercices eet eee ere ee ee 14,530,379 


ETAT DE L’EVOLUTION DE LA SITUATION FINANCIERE 
POUR L’EXERCICE DE SIX SEMAINES 
TERMINE LE 9 MAI 1986 


1986 
$ 
Activités d’exploitation 
PETle Mette cise eR ee ne i eH EN (266,412) 


Postes n’affectant pas l’encaisse 
AMorntissementidesiiraisireportessay eee ee ae 100,379 


Amortissement des immobilisations ..........0..00cccccccccecseceeeeeees 144,472 
(21,561) 
Variation nette des postes hors caisse du fonds de roulement 
concernantiliexploitationia.s = ee eee en (1,652,897) 
Encaisse utilisée pour des activités d’exploitation.................... ‘ (1,674,458) 
Activités d’investissement 
Acquisitionidummobilisations;: 22.2. eee ee (330,234) 
Produit de l’aliénation d’immobilisation .........0...cccccccccccccseceeeees 2,025 
Augmentationidesurals TEDOntCS senor eee eee (14,151) 
Encaisse utilisée pour des activités d’investissement................ (342,360) 


Activités de financement 
Remboursement des obligations découlant de contrats de 
location-acquisition x2<ecneeere ee (30,346) 


Encaisse utilisée pour des activités de financement................. (30,346) 
Diminutiondelliencaisses mee en eee ee ee (2,047,164) 
Encaisseauidébutdeliexercice een ee 2,454,766 


Encaisseiailatinide exercice are een ee 407,602 
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NOTES COMPLEMENTAIRES 
AU 9 MAT 1986 


1. Statut et activités 


Les Arsenaux Canadiens limitée, constituée le 20 septembre 
1945 et continuée en vertu de la Loi sur les sociétés commerciales 
canadiennes, est une Société d’Etat inscrite présentement a la par- 
tie I de ’annexe C de la Loi sur l’administration financiére. 


La Société manufacture des munitions de moyen et gros 
calibres ainsi que des produits militaires complémentaires. 


2. Conventions comptables importantes 


a) Immobilisations et amortissement 


Les immobilisations achetées ou acquises par le biais de con- 
trats de location-acquisition sont comptabilisées au prix cot- 
tant. Celles cédées par le Canada au cours de l’exercice ter- 
miné le 31 mars 1982 sont comptabilisées 4 leur coit de 
reconstitution actuel a cette date qui a été établi par le minis- 
tére des Travaux publics en ce qui concerne les biens 
immeubles, et une firme d’évaluateurs indépendants en ce qui 
concerne les biens meubles. Les dépenses, qui augmentent de 
beaucoup la valeur des biens ou qui en prolongent la durée 
d'utilisation, sont capitalisées. Les dépenses courantes 
d’entretien, de réparation et de renouvellement sont imputées 
aux résultats de l’exercice au cours duquel elles sont 
engagées. 

Les immobilisations en service sont amorties d’aprés la 
méthode de l’amortissement linéaire, 4 des taux établis selon 
la durée estimative d’utilisation des biens, sauf celles de la 
division St-Augustin acquises par le biais de contrats de loca- 
tion-acquisition qui sont amorties d’aprés la méthode de 
l'amortissement a intéréts composés (dotation croissante) 
afin de tenir compte des modalités d’un contrat de vente a 
long terme et ainsi assurer l’appariement des revenus et des 
dépenses. L’amortissement des immobilisations achetées ou 
acquises par le biais de contrats de location-acquisition est 
imputé aux résultats de l’exercice. L’amortissement des 
immobilisations cédées par le Canada est imputé au surplus 
d’apport puisque le Canada ne reconnait pas cet amortisse- 
ment comme un élément de coit lors de la négociation des 
prix de vente. 


b) Stocks 


Les matiéres premiéres et les fournitures sont évaluées au 
moindre du prix codtant et du coiit de remplacement au 
Canada. Les contrats en voie de fabrication et les produits 
finis sont évalués au moindre du prix coiitant et de la valeur 
nette de réalisation. 


Les achats de brevets et de licences, d’outillage de fabrication 
ainsi que les frais de développement engagés pour le compte 
de clients sont imputés aux stocks et sont portés au coit des 
produits vendus au moment de la vente. 


c) Frais reportés 


Les frais de démarrage de la division St-Augustin sont amor- 
tis d’aprés la méthode de l’amortissement linéaire sur la péri- 
ode de cing ans commengant le 1° avril 1985, la date du 
début de la production commerciale. 


Les frais de développement de nouveaux produits sont amor- 
tis d’aprés la méthode de |’amortissement linéaire sur une 
période de trois ans 4 compter du début de la fabrication du 
produit a l’échelle commerciale ou sont radiés lorsque la 
commercialisation du produit est improbable. 
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CANADIAN ARSENALS LIMITED—Continued 


NOTES COMPLEMENTAIRES 
AU 9 MAI 1986—Suite 


d) Constatation du bénéfice 


Les ventes sont constatées au moment de la livraison de biens 
et de leur acceptation par le client, selon les dispositions des 
contrats de vente, et lorsque la Société a acquis un droit 
inconditionnel au paiement complet. Elles sont comptabili- 
sées a des prix fermes ou, les cas échéants, a des prix qui tien- 
nent compte des clauses d’échelles mobiles prévues dans les 
contrats. Dans ces derniers cas, les prix définitifs demeurent 
cependant sujets 4 négociation entre la Société et ses clients 
et tout redressement final est comptabilisé sur une base cou- 
rante. 


e) Régime de retraite 


Les employés participent au régime de retraite administré 
par le gouvernement du Canada. Les employés et la Société 
partagent également le coat du régime. Cette contribution 
représente la responsabilité totale de la Société. Les contribu- 
tions, pour services courants et pour services antérieurs 
admissibles, sont imputées aux résultats de l’exercice au 
cours duquel les paiements sont effectués. 


f) Prestations d’ancienneté 


Les employés ont droit depuis le 1* avril 1985 a des presta- 
tions d’ancienneté, payables a leur gré, égales aux prestations 
de cessation d’emploi impayées auxquelles ils avaient droit en 
vertu de leurs conventions collectives et leurs conditions 
d’emploi en vigueur le 31 mars 1985. Toute augmentation 
dans la valeur de ces prestations est imputée aux résultats de 
l’exercice au cours duquel elle est gagnée par les employés et 
la valeur des prestations impayées est comprise dans les 


créditeurs. 
3. Stocks 
$ 
Matiéres premiéres et fournitures 3,036,761 
Contrats en voie de fabrication...................... 50,678,413 
Produits finis 5,099,266 
raiside:developpement,.4s.-eess een ee 890,424 
IBTEVELSTCENICCT CES eee ent ene atin eee 229,198 
Outillageideifabrication meee ere nen 2,618,395 


62,552,457 


L’outillage de fabrication représente une estimation du montant 
que la Société entend recevoir en vertu d’un contrat de vente 4 
long terme. 


Cet outillage de fabrication comprend de I’outillage détenu en 
vertu d’un contrat de location-acquisition a un codt de 
$2,044,342. La Société remboursera l’obligation découlant de ce 
contrat au moment de la vente de cet outillage. 


. Immobilisations 
Amortis- 
Valeur sement Coit non 
comptable accumulé amorti 
$ $ $ 
errainSs cent ce eee ee ene 1,612,025 1,612,025 


Batiments et aménagement.... 23,253,800 3,817,031 19,436,769 
Equipement Sy eee ate 24,430,101 6,836,832 17,593,269 
Mobilier et €quipement de bureau.. 2,988,884 1,114,344 1,874,540 
Matericlcroulantecaessa ota ames 736,821 336,453 400,368 
Immobilisations en cours................. 2,391,969 2,391,969 


55,413,600 12,104,660 43,308,940 
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Les immobilisations comprennent celles détenues en vertu de 
contrats de location-acquisition A un coit de $11,986,605 et 
$523,465 a titre d’amortissement accumulé. 


L’amortissement des immobilisations achetées ou acquises par 
le biais de contrats de location-acquisition, imputé aux résultats, 
est de $144,472. L’amortissement des immobilisations cédées par 
le Canada, imputé au surplus d’apport est de $215,287. 


Les durées utiles prévues pour chacune des principales catégo- 
ries d’immobilisations aux fins du calcul de l’amortissement sont 
les suivantes: 


Nombre 
d’années 
Batiments et aménagements 20 a 40 
Equipement 104 15 
Mobilier et équipement de bureau 5a 10 
Matériel roulant 3410 
. Frais reportés 
$ 
Frais de démarrage de la division St-Augustin, au coit 
NON AMO GIs TOS | IES 100 a es an 1,588,040 
Frais de développement de nouveaux produits, au cott 
noniamortiiwe. steams. we. be whet at te 2,419,547 
4,007,587 
. Montant dé au Canada 
$ 
Solde de crédits parlementaires .........ccccccccccccccscesessecececesesees 1,224,941 
Emprunts du gouvernement du Canada, sans intérét et 
sans mode prévu de remboursement.............c0cccccceceec000--. 3,500,000 
4,724,941 
. Dette a long terme 
$ 
Obligations découlant de contrats de location-acquisition 
remboursables jusqu’au 1° mars 2001 par versements 
mensuels 4 un taux d’intérét calculé 4 4% au dessus du 
taux d’intérét demandé par le bailleur sur ses billets 
Gardntist 200) FA Oe Orn 6) Lobe 9S 11,448,088 
Versements échéant au cours du prochain exercice............ 2,375,474 


9,072,614 


La valeur actuelle de l’obligation découlant de contrats de loca- 
tion-acquisition est déterminée comme suit: 


Versements a effectuer au cours des exercices: 


$ 


3,335,822 
1,250,731 
1,248,733 
1,241,044 
1,240,635 
12,025,999 
20,342,964 
Moins: portion représentant les intéréts a des 
taux variables qui seront imputés aux résul- 
tats des exercices auxquels ils s’appliquent ........ 8,894,876 
11,448,088 


116 


CANADIAN ARSENALS LIMITED—Continued 


NOTES COMPLEMENTAIRES 
AU 9 MAI 1986—Fin 


8. 


10. 


ike 


12; 


13: 


Capital-actions 


Autorisé 1,000 actions sans valeur nominale 
Emis et entiérement libéré 30 actions 
Payé $30 


. Ventes 


Les ventes au gouvernement du Canada, au cours de l’exercice 
terminé le 9 mai 1986, se chiffrent 4 $4,199,409 soit 92,0% du 
chiffre d’affaires de la Société. 


Représentants et agents commerciaux 


Au cours de l’exercice, la Société a versé $576 a titre de rému- 
nération et de dépenses aux représentants et agents commerciaux 
suivants: Cormorant Limited, Pakistan; Matren Ltd, Gréce; Seri 
Mechan Products Sdn Bhd, Malaisie; Unicorn International Pte 
Ltd, Singapour; Vetecin S.A., Vénézuela; S. Kittivat, Thailande, 
Ubem Ltd, Turquie et Donald Kimmel, Etats-Unis. 


Engagements 


Au 9 mai 1986, le cout estimatif pour compléter les projets en 
immobilisations prévus et en cours s’éléve a environ $1,770,000 
pour lesquels la Société a des engagements contractuels au mont- 
ant d’environ $690,000. 


Licence pour fabrique d’explosifs 


Le ministére de I’Energie, Mines et Ressources n’a renouvelé la 
licence pour la fabrique d’explosifs dans un secteur particulier de 
lusine de la Société que jusqu’au 31 aodt 1986. Un programme de 
modernisation, qui comporte des dépenses en immobilisations 
denviron 24 millions de dollars étalées sur les trois prochaines 
années, au niveau actuel de production, a été proposé en vue de 
satisfaire les exigences du Ministére. La direction s’attend a ce 
que cette licence soit renouvelée avant son expiration. 


Evénements subséquents 


a) Privatisation de la Société 


Le 24 avril 1986, le Parlement a adopté une Loi visant a 
autoriser l’aliénation de la Société Les Arsenaux Canadiens 
limitée et visant la modification d’autres lois en conséquence, 
laquelle a recu la sanction royale le 1° mai 1986. En vertu de 
cette Loi, le ministre des Approvisionnements et Services est 
autorisé 4 vendre, aux conditions que le gouverneur en conseil 
approuve, toutes ou une partie des actions de la Société déte- 
nues en fiducie pour le compte de Sa Majesté. Pour la réali- 
sation de cette vente, les biens et les droits de Sa Majesté 
utilisés pour l’exploitation avant l’entrée en vigueur du para- 
graphe 3(2) de la Loi sont transférés a la Société, sauf ceux 
soustraits par décret du gouverneur en conseil. 


Une entente a été signée en date du 9 mai 1986 pour la vente 
de toutes les actions en circulation de la Société a les Produits 
de Défense SNC inc. pour une contrepartie au comptant de 
$87,500,000 et pour le remboursement au Canada de ses 
préts a la Société d’environ $4,725,000. 


b) Fusion 


Le 12 mai 1986, la Société et les Produits de Défense SNC 
inc. se sont regroupés sous la raison sociale Les Arsenaux 
Canadiens limitée. A cette date, les Produits de Défense 
SNC inc. a pour principal actif le placement dans Les 
Arsenaux Canadiens limitée, un passif d’environ $62,765,000 
et un avoir des actionnaires de $30,000,000. 
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c) Emission d’actions 

Le 23 mai 1986, la Société résultante de la fusion a regu un 
certificat de modification de ses statuts autorisant la création 
d’un nombre illimité d’actions privilégiées; 10% non cumula- 
tif de la valeur de rachat, non participantes, sans droit de 
vote, rachetables 4 un montant égal a la juste valeur mar- 
chande de la contrepartie regue lors de l’émission, sans valeur 
nominale. 

Le 3 juin 1986, cette Société a émis une (1) action privilégiée 
et a recu en contrepartie un montant de $57,000,000 et le 4 
juin 1986, elle a procédé au rachat de cette action pour le 
méme montant. 


14. Chiffres comparatifs 


Les chiffres comparatifs n’ont pas été présentés parce que les 
chiffres de la période de six (6) semaines de l’exercice précédent 
ne sont pas disponibles. 


PUBLIC ACCOUNTS, 1986-87 


CANADIAN ARSENALS LIMITED—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF SUPPLY AND SERVICES 


I have examined the balance sheet of Canadian Arsenals Limited as 
at March 31, 1986 and the statements of income and retained earn- 
ings, contributed surplus and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


The Corporation charges depreciation of fixed assets transferred 
from Canada to contributed surplus rather than to operations, on the 
grounds that Canada does not recognize such depreciation as an ele- 
ment of cost when negotiating sales prices. In this respect, the financial 
statements are not in accordance with generally accepted accounting 
principles. If depreciation had been charged to operations, net income 
for the year would have been decreased by $2,159,117 ($2,358,582 in 
1985) and the closing balances of retained earnings and contributed 
surplus would have been decreased and increased by $9,628,523 
($7,469,406 in 1985) respectively. 
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In my opinion, except for the effects of the failure to charge 
depreciation to operations as described in the preceding paragraph, 
these financial statements present fairly the financial position of the 
Corporation as at March 31, 1986 and the results of its operations and 
the changes in its financial position for the year then ended in accord- 
ance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, as well as the 
charter and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


May 9, 1986 
BALANCE SHEET AS AT MARCH 31, 1986 
ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
(CG TRS A ca tcl eal a IO LA ah ek 2,454,766 5,108,538 ACCOUNTS) Dalya Dl emaae ware etree eget nero tceeeree 23,335,144 22,125,780 
Accounts receivable Progress billings to customers 
Ganadatee PERSE EA 4A) QOUOTS Oe 32,358,796 20,719,759 Canadamre tare terre te treet perce nee 32,765,393 33,757,484 
Olficts: Ge BAU BUOReN Done. 200 Ie 2 324,242 3,488,745 Others 206 seater. or teresa eros sere riers 1,565,232 527,686 
Progress billings from suppliers..............:.0.00.0.. 3,431 5,346,606 Due to, Canada. (Note.6) sseisin soa ctaice-cass casts 1,224,941 1,224,941 
Enventoriesi(Note! 3st sei tie conic eceons 53,317,061 42,375,959 Current portion of obligation under capital 
88.458.296 77,039,607 leasesi(INote:/) rnc ee ee eee ne 2,380,963 50,090 
BKCGL CIN OCES4 ce ese sree geen rian ier ty 43,340,490 44,894,652 Bie LL Gls ee 
Deferred charges (Note 5) .....cccccccccscessessesscereeeen 4,093,815 4,499,439 ong-tenms (NOt /)) ewe senor meee eet rs 12,597,471 15,892,674 
73,869,144 73,578,655 _ 
EQUITY OF CANADA 
Gapitalistocki(Note:S) maeeee ent ere 30 30 
Contributedisurplussame sen tee ees 14,745,666 16,904,783 
Retainedicarnin gSee eee ae eee yer sere er 47,277,761 35,950,230 
62,023,457 52,855,043 
135,892,601 126,433,698 135,892,601 126,433,698 


Approved by the Board: 


LAURENT A. BERGERON 
Director 


JEAN-PAUL GOURDEAU 
Director 
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CANADIAN ARSENALS LIMITED—-Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1986 


ooo 


1986 1985 
$ $ 
Sales (Note 9) ....c.cccccscceceeseeetesessenesesseseeneeennensescess 128,025,132 103,752,140 


Cost of gOOdS SOI ..........ccccecsecee reese eee teeeeetteeeitees 103,437,143 84,439,498 
GOSS PrOfit.....c..seesscecseosesterersrescsseonepeesecnenneatensenecnes 24,587,989 19,312,642 
Other inCOMe.cccc.ce-ccerseceesnecesceessenscconesnueseceserzenseane 504,308 726,788 

25,092,297 20,039,430 
Administrative Expenses .............:::::cse riers: 12,633,104 8,721,357 
Financing COStS..........ccccceeecteec reese eesseteieseeneetetenceees 1,131,662 19,804 

13,764,766 8,741,161 
Net income for the year ...........:c ccs 11,327,531 11,298,269 
Retained earnings at beginning of the year ......... 35,950,230 24,651,961 
Retained earnings at end of the year .............- 47,277,761 35,950,230 


STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1986 


Dee 


1986 1985 
$ $ 
Balance at beginning of the year .............:1sre 16,904,783 19,263,365 


Fixed assets transferred from Canada 
Depreciation .........ccccceccecsecsseseessssseesseneenenneenenserssenss 


Balance at end of the year ..........cccseeeeseseereeeeeees 


(2,159,117) 
14,745,666 


(2,358,582) 
16,904,783 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
$ $ 
Operating activities 
Net income for the year ..........::cccceerereeees 11,327,531 11,298,269 
Items not affecting cash 
Depreciation of fixed assets ...........-..-:0:e 0 1,376,835 599,259 
Amortization of deferred charges 
—Development Costs ...........:cseeeeeeteee: 905,302 633,163 
“Start-up COStS ic... ccseesncrscterervensseonererees 407,575 
Increase (decrease) in the provision for 
employee termination benefits ...............-- 232,556 
14,017,243 12,763,247 
Net change in non-cash working capital bal- 
ances related to operations ...........:.::0eeeee 14,246,116 (2,267,368) 
Cash provided by (used in) operating activi- 
ties Ae eee ee ees rare (228,873) 10,495,879 
Investing activities 
Acquisition of fixed assets... (2,044,429) (13,765,490) 
Increase in deferred charges ............::.:0:00e (907,253) (4,480,777) 
Proceeds from disposal of fixed assets ............. 62,639 
Cash used in investing activities .............00 (2,889,043) (18,246,267) 
Financing activities 
Advances under leasing agreement .................. 905,327 9,348,464 
Reimbursement of obligation under capital 
1EASCS: sees wees ee ee aac ener (441,183) (60,186) 
Cash provided by financing activities .............. 464,144 9,288,278 
Increase (decrease) in cash during the year......... (2,653,772) 1,537,890 
Cash at beginning of the year 0.0.0... 5,108,538 3,570,648 
Cashiat.end of the year ....-...<.:..-....csccsenssenesesenensnee 2,454,766 5,108,538 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and activities 


Canadian Arsenals Limited, incorporated on September 20, 
1945 and continued under the Canada Business Corporations Act, 
is a Crown corporation named in Part I of Schedule C to the 
Financial Administration Act. 

The Corporation manufactures medium and large caliber 
ammunitions and other complementary military products. 


2. Significant accounting policies 


(a) Fixed assets and depreciation 


Fixed assets acquired by purchase or by way of capital leases 
are recorded at cost. Fixed assets transferred from Canada 
during the year ended March 31, 1982 are recorded at their 
current reproduction cost as at that date as determined by 
the Department of Public Works for immoveable assets and a 
firm of independent appraisers for moveable assets. Expendi- 
tures which significantly increase the value or extend the use- 
ful lives of fixed assets are capitalized. Routine expenditures 
for maintenance, repairs and renewals are charged against 
income as incurred. 


Depreciation of fixed assets in service is calculated at rates 
based on the estimated useful lives of the assets using the 
straight-line method except for that of fixed assets at the St- 
Augustin division acquired by way of capital leases, which is 
calculated using the sinking fund method to take into account 
the terms of a long-term sales contract and thus match reve- 
nues and expenses. 


Depreciation of fixed assets acquired by purchase or by way 
of capital leases is charged to operations. Depreciation of 
fixed assets transferred from Canada is charged to con- 
tributed surplus on the grounds that Canada does not recog- 
nize it as an element of cost when negotiating sales prices. 


(b) Inventories 


Raw materials and supplies are stated at the lower of cost 
and replacement cost in Canada. Work in process and fin- 
ished goods are stated at the lower of cost and net realizable 
value. 


Costs of patents and licences purchased and development 
costs incurred for customers’ accounts are included in inven- 
tories and are charged to cost of goods sold at time of sale. 


(c 


— 


Deferred charges 


Development costs of new products are amortized using the 
straight-line method over three years from the start of com- 
mercial production of the related product or are written-off 
when the product is unlikely to be saleable. 


Start-up costs of the St-Augustin division are amortized 
using the straight-line method over the five year period from 
April 1, 1985, the starting date of commercial production. 


(d 


— 


Revenue recognition 


Sales are recognized as goods are delivered and accepted in 
accordance with contractual agreements and the right to full 
payment has become unconditional. They are recorded at 
firm prices or, where applicable, at prices which take inte 
account effects of cost escalation clauses contained in sales 
contracts. In the latter condition, definitive prices are never 
theless subject to negotiation between the Corporation and its 
customers and all final adjustments are recorded on a curren 
basis. 
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CANADIAN ARSENALS LIMITED—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


(e) Seniority benefits 


Employees are entitled since April 1, 1985 to seniority ben- 
efits, payable on request, equal to the unpaid termination 
benefits to which they were entitled on March 31, 1985 
under their collective agreements and their conditions of 
employment. Any increase in the value of these benefits is 
expensed in the year in which it is earned by the employees 
and the value of unpaid benefits is included in accounts pay- 
able. 


(f 


—~ 


Pension plan 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
Corporation contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Corporation. 
Contributions in respect of current service and of admissible 
past service are expensed when paid. 


3. Inventories 


1986 1985 
$ $ 


32,103,518 27,442,036 
17,665,683 12,483,802 


Rawimdterials ce <caesir ots ee. co ace: 
WV OGKAIN: PROCESS etter teen ti eras eos , 


KINISHeGSOOU Stee carer ys ere ee 157,032 655,861 
Developmentcostsaenm me ment ta 668,175 1,287,494 
Patentsranginicences rarest senna e ee 229,198 506,766 


PrOcucionstOOlin Samana te cee eres 
53,317,061 42,375,959 


Production tooling constitutes the estimated amount that the 
Corporation expects to receive under a long-term sales contract in 
respect of the following: 


$ 
Basciievel production tooling «es nee nee 1,563,380 
Replacement production tooling less provision for wear.... 487,435 
Wear and maintenance of production tooling..............0.00... 442,640 


2,493,455 


Negotiations are underway to determine the terms for the 
recovery of these items. Any difference between the recorded 
amounts and those that shall be received, which may not be deter- 
mined with accuracy at the time of preparation of these financial 
statements, shall be accounted for when known. 

Production tooling includes tooling held under a capital lease 
with a cost of $2,044,342. The Corporation shall reimburse the 
obligation under this lease upon the sale of this tooling. 


. Fixed assets 


1986 1985 
Accu- 
mulated 
Recorded _depre- 
value ciation Net Net 
$ $ $ $ 
Bandi. Ge cone 1,612,025 1,612,025 1,412,025 
Buildings and surface 
installations ........... 23,229,943 3,712,129 19,517,814 15,075,640 
PGUIDNeN ty wees, 24,191,872 6,577,504 17,614,368 7,783,403 
Office furniture and 
equipment .............. 2,841,543 1,070,257 1,771,286 1,475,450 
Rolling stock............... 736,821 326,836 409,985 369,650 


Construction in 
DLORECSS perce oe 2,415,012 2,415,012 18,778,484 


55,027,216 11,686,726 43,340,490 44,894,652 
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Fixed assets include those held under capital leases, with a cost 
of $10,367,075 and accumulated depreciation of $431,712 
($10,458,228 and $205,034 as at March 31, 1985). 


Depreciation of fixed assets acquired by purchase or by way of 
capital leases, amounting to $1,376,835 ($599,259 in 1985), has 
been charged to operations. Depreciation of fixed assets trans- 
ferred from Canada, amounting to $2,159,117 ($2,358,582 in 
1985, including $162,291 as a loss on disposal of fixed assets) has 
been charged to contributed surplus. 

The estimated useful lives of the principal classes of fixed assets 
for purposes of calculating depreciation are as follows: 


Number of 
years 
Buildings and surface installations 20 to 40 
Equipment 10 to 15 
Office furniture and equipment 5 and 10 
Rolling stock 3 to 10 
. Deferred charges 
1986 1985 
$ $ 
Start-up costs of the St-Augustin division ............ 1,630,496 2,038,070 
New products development costs ...........cccccccccee 2,463,319 2,461,369 


4,093,815 4,499,439 


Research and development costs charged to operations 
amounted to $4,315,831 ($2,229,747 in 1985). 


6. Due to Canada 


The amount due to Canada represents remaining balances of 
parliamentary appropriations. 


. Long-term liabilities 


1986 1985 
$ $ 
Obligation under capital leases .........0...0.0.. 11,478,434 112,691 
WoanttromCanadarenen eee eee 3,500,000 3,500,000 
Provision for employee termination benefits .. 1,638,474 
Advances under leasing agreement ................. 10,901,599 


14,978,434 16,152,764 
Less:current portion of the provision 
for employee termination benefits 
included in accounts payable ............. 210,000 
current portion of obligation under 
Capitalileases ieee ert es 2,380,963 50,090 


12,597,471 15,892,674 


Advances received under a leasing agreement and interest 
thereon were converted during the year to capital leases. 

The obligation under these contracts carries interest at the rate 
of 0.5% per annum over the lessor’s guaranteed note rate of the 
term not exceeding 60 months selected by the Corporation. This 
obligation is repayable by March 1, 2001 by monthly instalments. 
In anticipation of the change in the voting control of the Corpora- 
tion resulting from its privatization described in Note 12, the les- 
sor and the Corporation have agreed to renegociate certain provi- 
sions of the leasing agreement by December 31, 1986, to the 
satisfaction of the lessor who shall otherwise be entitled to exer- 
cise the rights and remedies already provided in its favour in the 
leasing agreement. 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


10. 


The present value of the obligation under all capital leases at 
March 31, 1986 has been determined as follows: 


Payments to be made in subsequent years: 


$ 
| Re MT (nt ate he Hates cae oR ea 1 Sa a tres Days 3,344,163 
[We PeX Seine cereal ttre ticle peal ee AiR liad es eel aid Ms 1,250,727 
NOS 95 bch cdetee Serhan. «oc, Ae EAN, goede enter tN 1,248,729 
1990812 1 RA AO Ee eS a ee 1,241,040 
LOOT se oda ecrsiees eee Ie AG ee ee ey 1,240,632 
1992 andisubsequentayearsiet annie) eee 12,129,408 
20,454,699 
Less: portion thereof representing interest at variable 
rates to be charged to operations in the years to 
whichitapplicssnve.c2 <s.onseienit oer 8,976,265 


11,478,434 


The loan from Canada, to provide working capital, does not 
bear interest and has no fixed repayment date. 


. Capital stock 


Authorized 1,000 shares without par value 

Issued and fully paid 30 shares 

Paid-up $30 
. Sales 


Sales to Canada during the year ended March 31, 1986 
amounted to $119,838,229 or 93.6% of the Corporation’s sales 
($95,516,433, or 92.1% in 1985). 

Sales to Canada include $7,699,438 ($3,355,123 in 1985) for 
sales at cost of purchased goods. 


Sales agents and representatives 


During the year, the Corporation paid $13,257 ($76,066 in 
1985) as remuneration and expenses to the following sales agents 
and representatives: Cormorant Limited, Pakistan; Matren Ltd., 
Greece; Seri Mechan Products Sdn Bhd, Malaysia; Unicorn 
International Pte Ltd., Singapore; Vetecin S.A., Venezuela; Hol- 
land Arma B.V., Holland; S. Kittivat, Thailand; Ubem Ltd., Tur- 
key; Byron, United States and Donald Kimmel, United States. 


. Licence for manufacturing of explosives 


The Department of Energy, Mines and Resources has renewed 
the licence for manufacturing explosives in a specific section of 
the Corporation’s plant only to August 31, 1986. An upgrading 
program involving capital expenditures of approximately $24 mil- 
lion over the next three years, at the current level of production, 
has been proposed to satisfy the requirements of the Department. 
Management expects that this licence will be renewed prior to its 
expiry. 


. Privatization of the Corporation 


On April 24, 1986, Parliament passed an Act to authorize the 
divestiture of Canadian Arsenals Limited and to amend other 
Acts in consequence thereof, which received the Royal Assent on 
May 1, 1986. Under this Act, the Minister of Supply and Services 
is authorized to sell, on such terms and conditions as are approved 
by the Governor in Council, any or all of the shares of the Corpo- 
ration held in trust for Her Majesty. For the purposes of effecting 
this sale, all property, rights and interests of Her Majesty used in 
the business immediately prior to the coming into force of Subsec- 
tion 3(2) of the Act are transferred to the Corporation, except 
those exempted by order of the Governor in Council. 

An agreement has been made as at May 9, 1986 for the sale of 
all the outstanding shares of the Corporation to SNC Defence 
Products Inc. for a cash consideration of $87,500,000 and for the 
reimbursement to Canada of its loans to the Corporation of 
$4,725,000. 
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SUMMARY PAGE 


CANADIAN BROADCASTING CORPORATION 


MANDATE 


Develop and provide a national broadcasting service for all Canadians in both official languages, in television and 


| radio, and provide an international service. 


| BACKGROUND 


Established in 1936 by the Broadcasting Act; major amendments were made to this Act in 1958 and 1968. In May 


_ 1985, the government appointed a task force to review broadcasting in Canada. Its report was presented in 1986 and 


is being considered by the government. The Broadcasting Act is currently under study and revisions are 
contemplated. 


CORPORATION DATA 


| 


HEAD OFFICE 1500 Bronson Avenue 
P.O. Box 8478 
Ottawa, Ontario 
K1G 3J5 
_ STATUS — an agent of Her Majesty 


— exempt from Divisions I to IV of Part XII of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the 1984 repeal thereof 


APPROPRIATE MINISTER The Honourable Flora MacDonald, P.C., M.P. 
DEPARTMENT Communications 
YEAR AND MEANS 1936, by the Broadcasting Act (R.S.C. 1970, B-11) 
| OF INCORPORATION 
' CHAIRMAN AND CHIEF The Honourable Pierre Juneau, P.C., O.C. 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 


(restated ) 

_ At the end of the period 

LOLA WASSEL Sil, sete ey dake Maye ns ath Min anne eet ts MRA TEE Cb be TD giee | 691 639 

Obligations to the private SectoL. se ee eee et 1 nil nil nil 

Obligations-tovG ana ascent oo or ee ON ete ce? 33 33 33 33 
Ut VOL Canad ak icp Mens tir. eae ema mee es ete oS c 461 448 413 381 
_ Cash from Canada in the period 

EDUC RCLATY treet tie ict can tc oe anh eM Re eel ete: 855 857 905 815 


; 


2 NON-DULDCLALY tue aint nee Si ee ee en ey ae nil nil nil nil 
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CANADIAN BROADCASTING CORPORATION 
AUDITOR’S REPORTS 


TO THE CANADIAN BROADCASTING CORPORATION 
AND 
THE MINISTER OF COMMUNICATIONS 


1987 AUDITOR’S REPORT 


I have examined the balance sheet of the Canadian Broadcasting 
Corporation as at March 31, 1987 and the statements of income and 
expense and reconciliation to government funding basis, proprietor’s 
equity account and cash flow for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


As explained in Note 13, the Corporation has addressed the matters 
that had prevented the maintenance of proper books of account. In my 
opinion, proper books of account had been re-established by March 31, 
1987, and the March 31, 1987 financial statements are in agreement 
therewith, and the transactions that have come to my notice during my 
current examination have, in all significant respects, been in accord- 
ance with the former Part VIII of the Financial Administration Act 
and regulations as they apply to the Corporation, the Broadcasting Act 
and the by-laws of the Corporation. 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 
Restated 
(Note 13) 
Current 
Cashitenu terra ti stirs ike ae Ser oe BOs, OO ent: Ney) = ilyehle! 
PESO NES RATE NNO) (ls octsddnnshorscbodoa hopqgnsnsc bee eu toiaue doves anna 70,020 65,666 
Engineering and production supplies and merchandise.... 12,544 11,808 
Programs completed and in process of production ........... 84,125 76,862 
Prepaid film and script rights and other expenses ............ 23,172 20,870 
201,793 192,920 
Investments: (Note33)) iee.neen to en ee ene ee eeE etre 557 4,521 


Fixed (Note 4) 552,224 533,059 


754,574 730,500 
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1986 AUDITOR’S REPORT (REVISED) 


In my report dated August 19, 1986, I denied an audit opinion on 
the March 31, 1986 financial statements and did not report on compli- 
ance with authority because it was impracticable to complete my 
audit. As discussed in Note 13, the Corporation subsequently restated 
the March 31, 1986 financial statements. I have examined the 1986 
restated amounts, except that it remains impracticable to verify 
whether the restated expense amounts are properly classified among 
the various expense categories. As a result, I am now able to express 
the following opinion on the 1986 restated financial statements. In my 
opinion, except for the effect of adjustments, if any, regarding the clas- 
sification of expense amounts on the restated statement of income and 
expense and reconciliation to government funding basis, the restated 
financial statements present fairly the financial position of the Corpo- 
ration as at March 31, 1986 and the results of its operations and the 
changes in its financial position for the year then ended, in accordance 
with generally accepted accounting principles. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 19, 1987 


LIABILITIES 1987 1986 
Restated 
(Note 13) 
Current 
Accounts payable and accrued liabilities ........0000000000.... PASTAS NS PAX: 
Acemedivacaltionipa Viewane sneer eee crt ee ee 42,864 41,541 


Refundable balance of parliamentary appropriations— 
CapitalGNote:S) irene orn ee ee ee ee 589 421 


164,574 154,720 


Long-term 
Provision for employee termination benefits ...000....0.0....... 95,355 94,951 
Advances from Government of Canada (Note 6) ............. 33,000 33,000 
Obligations under capital leases (Note 7)... 1,164 311 
129,519 128,262 


EQUITY OF CANADA 
Proprietor’s Equity Account 460,481 447,518 


754,574 730,500 


The accompanying notes are an integral part of the financial statements. 
Approved on behalf of the Board of Directors: 


PAUL FRASER 
Director 


PIERRE JUNEAU 
Director 


STEVE COTSMAN 
Vice-President, Finance 


eee 


| Add (Deduct): parliamentary 


PUBLIC ACCOUNTS, 1986-87 


CANADIAN BROADCASTING CORPORATION—Continued 


STATEMENT OF INCOME AND EXPENSE 
AND RECONCILIATION TO GOVERNMENT 
FUNDING BASIS 

FOR THE YEAR ENDED MARCH 31, 1987 

(in thousands of dollars) 


1987 1986 
Restated 
(Note 13) 
Expense 
National Broadcasting Service, program and distri- 
DULIONICOStSese ee rn tet, eee ee ee ee een 956,711 925,164 
Radio Canada International, broadcasting service ... 17,269 16,093 
Corporate engineering services ...........:ccccsccececeesessesees 9,969 9,118 
Corporate management and services ...........0..-ccc000000-. 46,478 45,219 
Gominissionsitojavenciesieeme eee es ee 33,681 31,156 
Sellingyandimerchandising ese eee, 42,677 34,614 
1,106,785 1,061,364 
Income 
NGVCLUSIN aeeeeeer eee errr te ee ee 238,668 218,295 
Miscellaneous 27,641 PNET 
Parliamentary operating appropriation (Note 5) ...... 782,673 789,638 
1,048,982 1,029,660 
Excess of expense over income before income tax and 
EXtraOrdinanyiltemme eee te eee hein tee ees 57,803 31,704 
Incomiesta xa(INOtesI) ee semen eet Here, eG 10,694 
Excess of expense over income before extraordinary 
TESTED Sekt yet PRA leone ee ce eae Cre ae a 57,803 42,398 
Extraordinary item, income tax reduction (Note 11) (10,694) 
EXCess Of expense OVEHINCOINe sa) ee 57,803 31,704 
Reconciliation to Government Funding Basis 
Deduct: net items not requiring current oper- 
auingaundse(NOtes) amen yen eee te eee 45,857 43,310 
Surplusi(deficit)ifomthe yearn eee ee (11,946) 11,606 
Surplus (deficit) carried over, beginning of the year ss) (9,851) 
Surplus (deficit), end of the year ........0 00.0600... (10,191) iL SIS) 
| The accompanying notes are an integral part of the financial statements. 
| STATEMENT OF PROPRIETOR’S EQUITY ACCOUNT 
| FOR THE YEAR ENDED MARCH 31, 1987 
_ (in thousands of dollars) 
1987 1986 
Restated 
(Note 13) 


| Balance, beginning of the year 


458,075 412,535 
(10,557) 
447,518 412,535 


EXSIPKE VIOUS VaNePONCeG yee eee eee ee 
Prior-year’s-adjustments(Notes!S) i. tesa cetiee ss cesceseees 
PENS RSS CNC ere eee ncrasee SERRE Soe on aire 
appropriations—Capi- 


tal==Neti(Note!s) Btreneene tent ene ee 68,260 64,788 
parliamentary appropriations—Working 

capitali((Note!s) beeaes se een eee 4,000 2,500 
loss on disposal of fixed assets ......0.0.0.0.0..... (1,494) (601) 
surplus (deficit) for the year oo... (11,946) 11,606 


net items not requiring current 
operating funds (Note 5) oo... 


Balance. endkofithenyean ac... eer ee, See ee a cee oe 


(45,857) (43,310) 
460,481 447,518 


_ The accompanying notes are an integral part of the financial statements. 


STATEMENT OF CASH FLOW 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 
Operating Activities 
Parliamentary operating appropriation................ 782,673 
Advertising and miscellaneous income................. 266,309 


EXPenS incre ieee. ceo ee ee Soe der eeerey (1,106,785) 
Adjustments not involving cash 
Depreciation and amortization .............0....000. 


Employee termination benefits .........0....0..00.0. 404 


Parliamentary working capital appropriation...... 4,000 

Net change in non-cash working capital bal- 
ANCES ree eter eee ae eee eee ened alee ee (4,802) 
(9,746) 


Financing Activities 
Parliamentary capital appropriation ................... 68,260 
Investing Activities 
Expenditures:onfixediasse (Sima een nies (69,036) 
Disposallofifixed:assetstn. see acetic eee, 776 


Decreasesninvestments sess eee eee 3,964 
(64,296) 
Increasei(decrease)inrcashees=steesee eee (5,782) 
Cashyibesinningofsyearem...7 erate een ee 17,714 
Cash, end of year TIR932 
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1986 


Restated 
(Note 13) 


789,638 
240,022 
(1,061,364) 


47,800 
6,091 
2,500 


(18,570) 
6,117 


64,788 


(65,034) 
343 
1,067 


(63,624) 


7,281 
10,433 


17,714 


The accompanying notes are an integral part of the financial statements. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objective 


The Canadian Broadcasting Corporation was established by the 
1936, 1958 and 1968 Broadcasting Acts. The Corporation is an 
agent of Her Majesty and all property acquired by the Corpora- 


tion is the property of Her Majesty. 


The objective of the Corporation is to develop and provide a 
national broadcasting service for all Canadians in both official 
languages, in television and radio, and to provide an international 
service. Both services should be primarily Canadian in content 


and character. 


2. Significant accounting policies 


The financial statements of the Corporation have been prepared 
by management in accordance with generally accepted accounting 
principles, consistently applied. Because a precise determination 
of many assets and liabilities is dependent upon future events, the 
preparation of periodic financial statements necessarily involves 
the use of estimates and approximations. The financial statements 
have, in management’s opinion, been properly prepared within 
reasonable limits of materiality and within the framework of the 


accounting policies summarized below: 


(a) Engineering and production supplies and merchandise 


The inventory of engineering and production supplies is 
stated at the lower of average cost and replacement cost. The 
inventory of merchandise is stated at the lower of cost and 


net realizable value. 


(b) Programs completed and in process of production 


The inventory of programs completed and in process of pro- 
duction produced directly by the Corporation is stated at 
cost. Cost includes the cost of goods and services, and the 
share of labour and overhead expenses applicable to each 
program. The inventory of programs completed and in pro- 
cess of production, co-produced and co-financed with third 


parties, are stated at their cost to the Corporation. 
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CANADIAN BROADCASTING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


(c 


wa 


(d 


~~ 


(e) 


(f 


—S 


a 


(g 


(h 


~— 


(i) 


The program cost is charged to operations as the programs 
are broadcast or when programs are determined unusable. 


Film rights 


The Corporation enters into contracts for film broadcasting 
rights. As payments are made under the terms of each con- 
tract they are reflected in the accounts as prepaid film rights. 
The film rights are charged to operations as the films are 
broadcast or determined unusable. 


Investments 


The investment in a joint venture is accounted for by the 
equity method with the Corporation’s share of profit or loss 
credited or charged to operations. Other investments are car- 
ried at cost. 


Fixed assets 


Fixed assets are recorded at cost. Cost includes material, 
engineering services, direct labour and related overhead. 
Depreciation is calculated on the straight-line method based 
on the estimated useful life of the assets, as follows: 


Buildings 33 years 
Technical equipment 
Transmitters and towers 20 years 
Other 10 years 
Furnishings and office equipment 10 years 
Automotive 5 years 


Major leasehold improvements are capitalized and amortized 
over the term of the lease to a maximum period of five years. 
Amounts included in uncompleted capital projects are trans- 
ferred to the appropriate fixed asset classification upon com- 
pletion, and are then depreciated according to the Corpora- 
tion’s policy. Gains and losses on disposals of fixed assets are 
credited or charged to the Proprietor’s Equity Account. 


Capital leases 


The assets and related obligations for capital leases are 
recorded at an amount equal to the present value of future 
lease payments. Assets recorded under capital leases are 
amortized on the straight-line method over the estimated use- 
ful life of the assets or based on the lease term as appropriate. 
Obligations under capital leases are reduced by rental pay- 
ments net of implicit interest. 


Employee termination benefits and vacation pay 


Employee termination benefits and vacation pay are exp- 
ensed as benefits accrue to employees under their respective 
terms of employment. 


Pension plan 


The cost of funding current service pension benefits is 
charged to operations as incurred. Unfunded liabilities as 
determined by actuarial valuation are funded by payments 
which are charged to operations over periods recommended 
by the actuaries and in accordance with regulatory require- 
ments. Additional payments are charged to operations as 
made. 


Parliamentary appropriations 


Parliamentary appropriations for operating expenditures are 
recorded as income. Net parliamentary appropriations for 
capital and working capital are credited to the Proprietor’s 
Equity Account. 


. Investments 
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1987 


1986 


(in thousands 


“Hockey Night in Canada’”—Joint venture, at equity .. 
Télévision St. Frangois Inc.—Preferred shares, at cost . 


Master FM Limited—Common shares, at cost 


. Fixed assets 


Lanid (ari tetc. creck 
Buildingsz-es. ee 
Technical equipment 
Furnishings and 

office equipment ... 
Automotive ................ 
Leasehold improve- 

THCN(S eee ener 


Property under capi- 
tallledsesaen ater 
Uncompleted capital 
projectSy..e 


Payments to the Cor- 
poration in provid- 
ing a broadcasting 
SCIVICC eee toes 

Refundable to Gov- 
ernment of Canada 


Retained —1987........ 
=O eee 


Cost 


35,807 
247,687 
616,854 


27,287 
12,441 


5,397 
1,391 


38,226 
985,090 


. Parliamentary appropriations 


Operat- 


ing 


782,673 


782,673 
789,638 


1987 


Accu- 
mulated 
depreci- 

ation and 
amor- 
tization 


of dollars) 
Restated 


555 4,309 
210 
2 2 


557 4,521 


Net 
book 
value 


1986 


Net 
book 
value 


(in thousands of dollars) 


101,797 
308,420 


10,786 
8,183 


3,584 


96 


432,866 


Capital 


35,807 
145,890 
308,434 


16,501 
4,258 


1,813 
1,295 


38,226 
552,224 


Working 
Capital 


Restated 


35,244 
146,623 
284,994 


16,719 
3,215 


2,941 
408 


42,915 
533,059 


Total 


(in thousands of dollars) 


68,428 


168 
68,260 


64,788 


4,000 


4,000 
2,500 


855,101 


168 
854,933 


856,926 


The following summarizes the net items not requiring current 


operating funds. 


Depreciation and amortization 


1987 


1986 


(in thousands 


Provision for employee termination benefits and vaca- 


CIO PA Yi si eee ernest sue Oe ese ee ro ase ae Pe 


Program inventory costs funded from current operating 


funds oko odo ha oor ee CE Spee ete 


PA) 


of dollars) 


Restated 


48,455 47,800 


8,253 


(4,325) (12,743) 


45,857 43,310 
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CANADIAN BROADCASTING CORPORATION— Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


6. Advances from Government of Canada 


Advances from the Government of Canada are made for work- 
ing capital purposes and are free of interest. These advances 
become repayable when cash and treasury bills exceed the Corpo- 
ration’s requirements for working capital. 


. Lease obligations 


As at March 31, 1987, the Corporation’s obligations related to 
significant capital and operating leases for terms in excess of one 
year are as follows: 

Capital Operating 
Leases Leases 
(in thousands 


of dollars) 

198 Saeco iy neal setaartes 480 35,617 
ES Be secingir conch oo seh a oO eee ee 506 34,232 
ee a re es ces na ee Rte ee PO A 258 21,346 
119.9 liane arte nee eee Recetee O ee ch oN as See are tae ei 8,494 
NAEP oe hte bh Re Oe 4,695 
1993-206 lites ee eret ear ine ietote, ,,.41 Sareea casera 4,911 
Motalifuture paymentsmee eee eee 1,244 109,295 
Deduct: amount representing interest .........0..0..0c0. SO ger eee | 
Long-term obligations under capital leases ................. 1,164 


. Commitments 


As at March 31, 1987, commitments for film rights amounted 
to $32.0 million (1986—$36.8 million). 


. Pension plan 


The Corporation’s pension plan covers substantially all continu- 
ing employees. The charge to operations for the cost of the plan 
for the year ended March 31, 1987 was $37.1 million (1986— 
$39.7 million). 

The last actuarial valuation was made at December 31, 1985 by 
William M. Mercer Limited. Like the preceding valuations, it was 
made on a “going concern basis” and in accordance with standard 
actuarial practice and legal requirements. The December 31, 1985 
actuarial valuation indicated a surplus of $62,383,000. 

In accordance with the Pension Benefits Standards Act and 
Regulations, the Corporation has applied a portion of the surplus 
to increase the benefits under the Plan, to reduce the contribution 
of the employer to the normal cost of the Plan and left the balance 
in the Fund. 


. Contingencies 


In the ordinary course of business, various claims and lawsuits 
have been brought against the Corporation. In the opinion of 
management, the losses, if any, which may result from the settle- 
ment of these matters are not likely to be material and accord- 
ingly no provision has been made in the accounts of the Corpora- 
tion. 


. Income tax 


The Corporation is a prescribed federal Crown corporation 
under Part LXXI of the Income Tax Regulations and is subject to 
the provisions of the federal Income Tax Act. Neither deprecia- 
tion nor capital cost allowance are allowed in determining the 
Corporation’s taxable income and in spite of an excess of expense 
over income determined for accounting purposes, the Corporation 
can have taxable income in any one year. 

The Corporation has incurred a loss for income tax purposes in 
the current year. In the year ended March 31, 1986, the Corpora- 
tion has recorded in its restated statement of Income and Expense 
and Reconciliation to Funding Basis the benefits related to the 
utilization of prior years losses as an extraordinary item. 
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As at March 31, 1987, losses which can be carried forward for 
income tax purposes and can be applied against possible taxable 
income in future years amount to $17.9 million which, if unused, 
would expire as follows: 


(in 
millions 
of 
dollars) 
March 31 
19.9 Dsersrrrnmmerprnrrnrermmnrvnereine kJ Io so Ace eh cote 9.0 
1994 AE eRe ee eee rey ae AER EN eee Sees ee cue 8.9 
17.9 


12. Related party transactions 


The Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown 
corporations and is mainly financed by Parliament of Canada. 
Transactions with Canada are outlined in Notes 5 and 6. 

During the year, transactions with these related departments, 
agencies and Crown corporations were normal business transac- 
tions on normal trade terms applicable to all individuals and 
enterprises. 


13. Restatement of prior year’s financial statements 


During fiscal 1986, serious problems were experienced in imple- 
menting the initial phase of the National Finance System. As a 
result, proper books of account and an adequate degree of internal 
control were not maintained during the initial implementation 
period, which extended into fiscal 1987. 

In fiscal 1987, the Corporation took major steps to restore 
internal control, re-establish and maintain proper books of 
account and restated the March 31, 1986 financial statements. 
The restatement resulted mainly from: recording bank and reve- 
nue transactions in the appropriate accounting period; adjusting 
accounts receivable and the provision for doubtful accounts; revis- . 
ing the indirect costs of program inventories; adjusting the 
accounts payable and accrued liabilities and the provision for 
employee termination benefits; and reclassifying amounts between 
balance sheet accounts. The impact of these adjustments on the 
major financial statement captions may be summarized as fol- 
lows: 


Previously Increase As 
Reported (Decrease) Restated 


(in thousands of dollars) 


Balance Sheet 


Assets 
Currenthaetccmss ky ere ee 204,750 (11,830) 192,920 
Investments @.52.c cc eee tee 4,521 4,521 
EiXOd Aatece teen eee tt 533,524 (465) 533,059 
742,795 (12,295) = 730,500 
Liabilities 
Cunrenttcen corer eee nee 160,607 (5,887) 154,720 
Wongctenmimeeeren sce ae knees 124,113 4,149 128,262 
284,720 (1,738) 282,982 
Proprietor’s Equity Account............... 458,075 (10,557) 447,518 
742,795 (12,295) 730,500 
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CANADIAN BROADCASTING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


14. 


Previously Increase As 
Reported (Decrease) Restated 


(in thousands of dollars) 
Statement of Income and Expense 


and Reconciliation to Govern- 
ment Funding Basis 


EX PEnSC rere een ner ern 1,052,313 9,051 1,061,364 
Income:.225. 4. ee eee eee 1,031,118 (1,458) 1,029,660 
Excess of expense over income........ (21,195) (10,509) (31,704) 
Reconciliation to Government 

Fundingebasisp= see eer eee 27,503 5,956 33,459 


Surplus (deficit) end of year ........... 6,308 (4,553) 1,755 


The Corporation is confident that all necessary corrections have 
been made, that the problems giving rise to such adjustments have 
been satisfactorily addressed, that by year end internal control has 
been re-established and proper books of account have been res- 
tored. 


Change in accounting policy—Revised method of cost allocation 
for indirect program production labour and overhead expense 


Commencing with the beginning of the 1985-86 fiscal year, the 
Corporation as part of its new National Finance System modified 
its method of accounting with respect to the allocation of the indi- 
rect program production labour and overhead expense to pro- 
grams produced and transmitted. These costs are now allocated 
on the basis of a rate for each production centre, equal to the ratio 
of total direct to total indirect program costs, in lieu of basis 
employed in the preceding year. The changed basis has been 
applied prospectively effective April 1, 1985 for both television 
and radio. 

To provide for greater consistency and uniformity, radio pro- 
duction labour and overhead are now accounted for on the same 
basis as television. This change had the effect of allocating a $3.0 
million 1985-86 increase to radio program inventory on the bal- 
ance sheet, with a corresponding decrease in radio programs 
broadcast on the statement of income and expense for 1985-86. 

The impact of this change in policy on operating results of 
1985-86 cannot be determined because of the discontinuance of 
the previous year’s accounting systems. 
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MANDATE 


BACKGROUND 


Established in 1946, the corporation serves as 


‘CORPORATION DATA 


HEAD OFFICE 


STATUS 
APPROPRIATE MINISTER 


DEPARTMENT 
YEAR AND MEANS 
OF INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


} 
: 
| 


AUDITOR 


‘services from Canada on a government-to-gover 
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SUMMARY PAGE 


CANADIAN COMMERCIAL CORPORATION 


To assist in the development of trade between Canada and other nations. 


prime contractor when other countries wish to purchase goods and 
nment basis. As well, it assists in sales to international agencies. 


Metropolitan Life Building 
50 O’Connor Street 
Ottawa, Ontario 

K1A 0S6 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Patricia Carney, P.C., M.P., 
Minister for International Trade 


External Affairs 


1946; by the Canadian Commercial Corporation Act (R.S.C. 1970, 
C-6). 


Hugh Mullington 


The Auditor General of Canada 


| 
FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 

BROT ANA SSC ee ca) set aes ae a 
_ Obligations to the private sector 
_ Obligations to Canada 
BEE CUity Ok Canad amy iio iisgscvaccsdorauemee. cA 
vash from Canada in the period 

_ — budgetary 


1986-87 1985-86 1984-85 1983-84 
Re AK ARE Ses or 493.8 399.5 380.9 382.5 
Fee et Veer nil nil nil nil 
Let me CEE nil nil nil nil 
UE PRR os! 31.4 35.7 36.3 32.4 
oe <> ee 16.1 15.8 17.6 Le? 
Rey ee nil nil nil nil 
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CANADIAN COMMERCIAL CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of the Canadian Commercial 
Corporation as at March 31, 1987 and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, except for the change in the method of accounting for 
employees’ annual leave and termination benefits as explained in Note 
3 to the financial statements, on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the 
Canadian Commercial Corporation Act and by-laws of the Corpora- 
tion. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 5, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


ASSETS 1987 1986 LIABILITIES 1987 1986 


Cashrandishort-tecmideposits eee meee mans 55,008 58,853 Accounts payable and accrued liabilities... 106,034 121,991 
Deposit with Receiver General for Canada (Notes 1 Advances from customersis. 7. eee ee ee ee 36,073 32,691 
and®lQ) Sree FA Fh MOIR AE INS BURTON Fas es 8,000 8,000 Progress payments received OF Ue...........ccesceceeeettesteer ieee 313,217 202,395 
Accounts receivable Due to Government of Canada (Note 5) .........cccccccecees 2.945, 35525 
Horeignigovernmentsi(NOte.4) seen eene ene 111,141 117,228 Due to Defence Production Revolving Fund ...............0......... 292 539 
Government of Canada—Parliamentary appropriations Provision for additional costs (Note 6) oo... 3,181 2,660 
CQNote:S) 2 ree eon ae ae ne ee ae be eee 461 1,089 461,742 363,801 
Other................. Pi Sead od shde oa pS Seuss ra stnes yu os Grae Coe eeeiee due ecu anizosentteca tenes 548 229 Employee termination benefits (Note 3) wore! ae 723 
ZNGVANICESHTOISH PPHCTS = rten eee eee cee as ere ee 5,419 10,284 “462.465 363.801 
Progressiciaims paid OmGue sesame sees ener 313,276 203,773 ——— 
EQUITY OF CANADA 
Paid: inicapitaliie ccc te ice Rote ea eee eee 10,000 10,000 
Contributedisurplus eruc nee ee eee 10,000 10,000 
Retained! Barnings: sn coco n c er iciaa ene eee 11,388 15,655 
on ee een 31,388 35,655 
493,853 399,456 493,853 399,456 
Certified correct: 
F. O. KELLY 
Comptroller 


Approved by the Board: 


H. J. MULLINGTON 
President 


G.S. JUPP 
Director 
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CANADIAN COMMERCIAL CORPORATION—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Revenues 
COntractDillin gs sere retns ee cere ae ee rare Gnaay Cer eo nme 774,879 763,453 
eEStaAnGOthel INCOME. Sree eel eee ne ee eee 715 12 
Interestincomeky.n ot eee an ee ee 2,763 3,580 
Gain (loss) on foreign exchange .............:ccccscccscssseecescereeess (1,235) 405 
777,122 767,450 
Expenses 
Costiofecontractbillings).2 ee eee 774,879 763,453 
Additionalicontract costsmeeee te ee ee er tee 2,465 2,119 
BadiDebtsteen at. 2. txceu) capes CANE Peet a SEND) CE 142 10 
Services provided by Supply and Services Canada........... 10,354 9,830 
Administrative (Note'9) 2... ee ee ee 7,665 8,249 
Consolidation expenses (Note 9) o......0..cccccccseseecssesseceeseseens 493 
Legal fees and expenses charged by Department of Jus- 
tiGEM(INOte 7.) OX. a Aa Ba Bhd teen Dh i, Wir, Aten 505 272 
Othe rere a ctcteeecn sek ter ete er oN and be tebe Ste 22 20 
796,525 783,953 
Net cost of operations before extraordinary item ................. 19,403 16,503 
pxtraordinarysitemt( Notes)eea eee eet ee 959 
INet‘costiofonerations: ae ensen a) Bel Omen es | 20,362 16,503 
Patliamentary appropriations saac..csceiee eee ee 16,095 15,826 
(4,267) (677) 
Retained earnings at beginning of year .............ccccccececeeeeeee 1S;6559916;332 
Retained earnings at end of year ............ccccsessseesesesceeeseeevess 11,388 15,655 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Financing Activities 
Parliamentary Appropriations 
Amountdrawnidownere eee 55.334. oe oe 16,095 15,826 
Adjusted for decrease in receivable from Government 
OLeCanad aw ree ere ee ee eee B renner 628 441 


16,723 16,267 


Operating Activities 


Operations 
| IN GtICOSLCOLOPEratiOnS seer reer en e ee enae 20,362 16,503 
| Adjustments for 
EXUraOrdinaryaiteMy wece mene eee ener eee (959) 
Operating balances from customers and to sup- 
DIETS Goto ee eee ee eee eee 10,731 (23,339) 
Advances and progress claims from customers and 
LONSUPPHLELS eet e mera eee mere ne eRe eS (9,566) (7,274) 
Miotalicashiused (Provided) n-ne sere ieee 20,568 (14,110) 
Increase (decrease) in cash and cash equivalents.................. (3,845) 30,377 
Cash and cash equivalents at beginning of year.................... 66,853 36,476 
Cash and cash equivalents at end of year oo... eee 63,008 66,853 
Represented by 
Gashvand short-term) GepositS ae seteeennce acts ee renee $5,008 58,853 
Deposit with Receiver General for Canada...................... 8,000 8,000 


63,008 66,853 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and operations 


The Corporation was established in 1946 by the Canadian 
Commercial Corporation Act and is an agent Crown corporation 
listed in Part I, Schedule C of the Financial Administration Act. 
The Corporation is not subject to income taxes. 
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The Corporation acts as the prime contracting agency when 
other countries and international agencies wish to purchase prod- 
ucts and services from Canada on a government-to-government 
basis. 

Contracts are made with foreign governments and correspond- 
ing contracts are entered into with Canadian firms by the Corpo- 
ration. 

During the year, in accordance with a Cabinet decision, the 
Corporation implemented a policy of charging a fee for its ser- 
vices on contracts signed after June 1, 1986. However, on Decem- 
ber 23, 1986, the Corporation suspended this policy pending fur- 
ther Cabinet review. 

Supply and Services Canada provides contracting services to 
the Corporation at predetermined rates approved by Treasury 
Board, based on the amounts of contracts procured, and provides 
certain administrative functions at cost. 

If the Minister so directs, the Corporation is required to pay to 
the Receiver General for Canada any funds that the Minister con- 
siders to be in excess of requirements. Any such payments are on 
deposit with the Receiver General for Canada and can, on the 
request and in the opinion of the Minister, be returned to the Cor- 
poration when required. During 1983-84, an amount of $8 million 
was paid by the Corporation to the Receiver General for Canada 
and no interest will accrue to the Corporation on such deposit (see 
also Note 10). 


. Significant accounting policies 


(a) Contract billings 


Revenues from contracts are recorded at the time of delivery 
except in the case of contracts involving progress payments; 
in these cases, revenues are recorded at the time the progress 
payments become due from customers. Since title to work-in- 
progress covered by progress claims has not passed to cus- 
tomers, the Corporation sets up a corresponding liability and 
cost of contract billings. The Corporation records all progress 
claims by its suppliers as assets. These assets and liabilities 
are reduced, in accordance with contract terms, as deliveries 
are accepted. 


(b) Foreign currency translation 


Assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars at the year-end exchange 
rates. Revenues and expenses are translated at the average 
exchange rates for the month in which the transactions occur. 
Gains and losses resulting from translations are shown in the 
statement of operations. 


(c) Parliamentary appropriations 


Parliamentary appropriations are recorded in the year in 
which the corresponding expenses are incurred but are drawn 
upon only as cash disbursements are made. 


(d 


— 


Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employees and 
the Corporation. These contributions represent the total obli- 
gation of the Corporation and are charged to income on a 
current basis. 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified termi- 
nation benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. The liability for these 
benefits is recorded in the account as the benefits accrue to 
employees. 
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CANADIAN COMMERCIAL CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


3. Change in accounting policy 


During the year the Corporation adopted the accrual basis for 
accounting for employees’ annual leave and termination benefits 
as 93 employees from Supply and Services Canada with benefits 
of $827,000 were consolidated with its Head Office group with 
benefits of $148,000. Previously, annual leave and termination 
benefits were not accrued in the financial statements as they were 
not of a material amount. Instead, they were expensed as dis- 
bursements were made. Therefore, the change has been made 
prospectively. The effect of the change has been to increase the 
cost of operations by the net amount of $959,000 required to set 
up a liability for annual leave and a provision for employee termi- 
nation benefits as at March 31, 1987. 


4. Accounts receivable from foreign governments 


As at March 31, 1987, the Corporation has provided $996,000 
(1986—$854,000) to cover the possible non-collection of certain 
accounts receivable from a foreign government. 


5. Government of Canada 


As at March 31, 1987, funds to cover expenses of $461,000 
applicable to 1986-87 appropriations had not been drawn and 
$2,945,000 had not been paid to various government departments. 


6. Contractual obligations 9. 


As at March 31, 1987, the Corporation was obligated to fulfill 
contracts with customers amounting to $1.132 billion (1986— 
$1.127 billion). 

The Corporation is responsible to its customers for the perform- 
ance of its suppliers and thus may incur additional contract costs 
on default of a supplier. A provision of $3,181,000 (1986— 
$2,660,000) has been made for estimated additional contract costs 
which may be incurred if certain suppliers are unable to meet 
their contractual obligations. 


7. Legal fees and expenses charged by the Department of Justice 


The Corporation has been directed by Treasury Board to reim- 
burse the Department of Justice for legal fees and expenses result- 
ing from the action taken against the Corporation related to the 
contract referred to in Note 8(a). These costs amounted to 
$505,000 (1986—$272,000). 


8. Contingencies 


(a) The Corporation has been named as defendant in a lawsuit 
instituted in 1975 alleging losses resulting from the termina- 
tion of a portion of a contract and seeking damages of $6.8 
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million plus accrued interest and costs. Based on the advice 
of legal counsel, management is of the opinion that no provi- 
sion for possible loss in respect of this suit is required. 


(b) The Corporation has been named as defendant in legal pro- 
ceedings instituted in 1985, alleging losses resulting from a 
breach of contract by the Corporation and seeking damages 
of $744,000. The action is being contested by the Corpora- 
tion and the ultimate outcome is uncertain. A preliminary 
review of the facts and law by counsel indicates that there is 
no liability on the part of the Corporation. On the basis of 
that opinion, management is of the view that no provision for 
possible loss in respect to these proceedings is required. 


(c 


wm 


The Corporation has been named as defendant in a lawsuit 
instituted in 1986 seeking damages in an amount of $720,000 
plus interest and costs, resulting from an alleged breach of 
contract by the Corporation. The action is being contested by 
the Department of Justice on behalf of the Corporation. A 
preliminary review of the facts and law by counsel indicates 
that chances of success of this action against the Corporation 
are remote. On the basis of that opinion, the Corporation’s 
management is of the view that no provision for possible loss 
in respect of these proceedings is required. 


Restatement of 1985-86 financial statements 


During 1986, the Government approved the consolidation of the 
staff of the former Export Supply Branch of Supply and Services 
Canada (SSC) with the Corporation’s Head Office group, effec- 
tive April 1, 1986. This integration was aimed at streamlining the 
day-to-day processes involved in carrying out the Corporation’s 
work, and achieving substantial economies in terms of reduced 
costs. Consequently, in order to provide pertinent information and 
to enhance comparability with the financial statements of the cur- 
rent year, the administrative cost that was included in services 
provided by SSC is reclassified for 1985-86. Accordingly, SSC 
expenses were reduced by $6.220 million and administrative costs 
for 1985-86 increased by the same amount. This change in group- 
ing of items within relevant categories provides more meaningful 
information to interpret data that are based on comparisons. 


. Subsequent event 


On April 1, 1987, an amount of $5.0 million of the $8.0 million 
that was deposited with the Receiver General for Canada (Note 
1) was returned to the Corporation. In the opinion of the Corpora- 
tion and the Minister, these funds are required to meet funding 


requirements for 1987-88. 
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SUMMARY PAGE 


CANADIAN DAIRY COMMISSION 


MANDATE 


To provide efficient producers of milk and cream with an opportunity of obtaining a fair return for their labour and 
investment and to provide consumers of dairy products with a continuous and adequate supply of dairy products of 
high quality. 


BACKGROUND 


Established in 1966, the corporation administers the following elements of the federal dairy program: calculation of 
Target Price for manufacturing milk and cream; market support for the Target Price through a nationwide offer to 
purchase butter and skim milk powder; payment of subsidy on eligible milk and cream shipments; international 
marketing of dairy products not required for domestic consumption; receipt of levies collected by provinces from 
farmers to finance the cost of exporting products surplus to domestic requirements; and coordination of national 
supply management of industrial milk production. 


CORPORATION DATA 
HEAD OFFICE Pebb Building 
2197 Riverside Drive 
Ottawa, Ontario 
K1A 0Z2 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 
YEAR AND MEANS 1966; by the Canadian Dairy Commission Act 
OF INCORPORATION (R.S.C. 1970, C-7). 
CHAIRMAN AND CHIEF Roch Morin 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends July 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


SL Ota IPA SSCU Sites er et ster saan cae te ee aae erase suena Ano 2598 333.6 304.0 360.5 

Obligations 1o.the private scctOten ce or ete 89.9 58.2 60.6 56.5 

Obligationst0 Canada 2 ou. eee eee ec oattac cara 163 234.3 180.4 231.8 

| Yeu aera) ta Oe: C12 U bland een Peer esis cits Oe rea ace nae eee Eee nil nil nil nil 
Cash from Canada in the period 

<UL DCUALY,© ni ee es ea ee cas leeds 292°) 314.4 303.6 309.9 

Se NON DUG SEAN VNC ee cote cco ee cat (108.0) 52.9 (5123) 24.9 


* Includes payments via the Agricultural Stabilization Board. 
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CANADIAN DAIRY COMMISSION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1987 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADIAN DAIRY COMMISSION—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


] have examined the balance sheet of the Canadian Dairy Commis- 
sion as at July 31, 1986 and the statements of dairy support program 
operations financed by Government of Canada and marketing opera- 
tions and financing by producers for the year then ended. My exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at July 31, 1986 and the results of its 
operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the 
Canadian Dairy Commission Act and the by-laws of the Commission. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
December 12, 1986 


BALANCE SHEET AS AT JULY 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 


Accounts receivable 


dite Ye (eye, Seen See aa ee OY, OR, See 21,525 23,688 
GovernmentiohiCanadase ee ree eee ea 53,940 81,981 
Brodircertlevies secret nee see en hn anaes 94,387 107,515 
Inventopies (Notes3) tt Metre ee: en et 89,950 119,996 
Brepaidiex Perse acer. e seers ane en te eee eae 382 


259,802 333,562 


Approved: 


ROCH MORIN 
Chairman 


KENNETH McKINNON 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 


LIABILITIES 


Accounts payable and accrued liabilities ........0...0..c 
Allowance for losses on purchase commitments (Note 4)... 
Subsidiesipayableito) producers eae seer ee ere 
Loans from Government of Canada (Note 5) ............c 


FINANCING BY PRODUCERS 


Excess of 
(Note 6) 


financing over cost of marketing operations 


1986 


34,067 
8,595 
53,887 
127,241 


223,790 


36,012 
259,802 
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1985 


28,827 
TWP 
58,164 
238,599 


333,562 


333,562 
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CANADIAN DAIRY COMMISSION—Continued 


STATEMENT OF DAIRY SUPPORT PROGRAM OPERATIONS 
FINANCED BY GOVERNMENT OF CANADA 
FOR THE YEAR ENDED JULY 31, 1986 


NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1986 


1. The Commission 


(in thousands of dollars) 


The Canadian Dairy Commission is a Crown corporation 
named in Schedule C, Part I of the Financial Administration Act 


1986 1985 and is not subject to the provisions of the Income Tax Act. The 
objectives of the Commission, as established by the Canadian 
Subsidies to producers of industrial milk and cream Dairy Commission Act 1966-67, are “to provide efficient pro- 
(Sched uleA) ieee ere tere te eerie nes eee ate 277,311 283,612 ducers of milk and cream with the opportunity of obtaining a fair 
Expenses related to marketing operations return for their labour and investment and to provide consumers 
Interest peace ores Mere eae eal of ene eee 6,477 18,267 of dairy products with a continuous and adequate supply of dair 
yp pply y 
Storage cette ter eee ee eee Me ee REE 2,000 Bnl22. products of high quality”. 
Freight svessce. 2 ns eae eer are a cea eee 1,884 3,264 helen ‘ oh 
Handling etce 4 tebe eee Oe roned es aerate 286 484 . Significant accounting policies 
Miscellancousscvpecoe paeeuenny siete mean. eee eter v9 EY) Foreign currency translation 
10,726 25,414 
Saye : : Each asset, liability, revenue or expense arising from a foreign 
See dea ekpenses!(Sched tle 2) aarp se aaa 4:10) ee currency transaction is translated into Canadian dollars at the 
Caner Pear ea IN acl oe ae 599.098 AFT exchange rate in effect at the date of transaction. Monetary items 
vente, ahece alae ee eae ca . : denominated in a foreign currency at the balance sheet date are 
Financing by Government of Canada (Note 6) adjusted to reflect the exchange rate in effect at that date. Any 
so phase Stabilization Boarder se ierinct semen e aoe aan ae exchange loss or gain, arising on translation or settlement of a for- 
Gove inenl des iecuts wh ehoeniden re onne ? ’ eign currency item, is charged to marketing operations financed 
Gulcharsces ie. en rect aie oP) 152 by producers. Unrealized gains and losses arising from the trans- 
Se ee os 790.098 314.355 lation of long-term monetary items are deferred and amortized 
g ! over the remaining lives of these items. 
Inventories 
Inventories are valued at the lower of cost and net realizable 
STATEMENT OF MARKETING OPERATIONS AND an. 
FINANCING BY PRODUCERS Fixed assets 
FOR THE YEAR ENDED JULY 31, 1986 Acquisitions of furniture and equipment are not significant and 
(in thousands of dollars) are charged to administrative expenses in the year of purchase. 
Purchase commitments 
1986 1985 Losses on commitments to purchase skim milk powder at 
Canadian support prices and other dairy products at negotiated 
Saleem ee a i oh pec wr ict eae 230,520 338,916 contract prices, which are usually higher than export prices, are 
Costolipoodsisolditmnn mae atc teen tun cen ae 401,654 578,766 charged to marketing operations financed by producers at the 
7 keting op yp 
Loss-onisalesran eee es een eee rnd Tae At 171,134 239,850 time the commitment is made. 
. Inventories 
Expenses and assistance 
Dairysproduct assistance. oe ee ee 60,695 37,855 abi bicictramtl ebe 
G@arrying Chargesmen nan entrar etree ee eee 4,648 10,554 (in thousands of 
Agentss Commissions (INOtew,) pase ete meena eee shyly 5,690 dollars) 
Provision for doubtful accounts .............c.ccccsecceceeeseeeee 2,300 2,300 Cost 
Promotion ..........sssssssssessenssstscssnsnsssnnsnssnasnsnansnnsesteneeesenee 804 Butterstte eee et eee eee 93,063 106,559 
Capital assistance recoveries... (615) (978) Skim milk powdercsen cca haln ee 39,692 57,257 
Donation to Mexico and Ethiopia... 416 290 Other dairy products...........c.cccccscscssscssssssssseessseeeeeeeees 12,803 33,440 
Transport ASSISLCANCE oe ea dco aa catata eS = 359 145,558 197,256 
124 55,711 é nS 
2 : Less allowance for write down 
Cost of marketing operations before financing .............. 243,258 295,561 Butteten arene ne etre eno een eee 24,749 23,457 
Financing by Producers’ levies (Note 6) SKimienai ke pow de raee sere eee ee eee eee mene 26,468 38,798 
IndustmalimilkaSchedule @)pec eee 271,400 274,720 Othendainysproducts ses a eee nee 4,391 15,005 
Binigimilka(Schedule:D)reee ee eee 7,870 7,497 55,608 77,260 
279,270 282,217 89,950 119,996 
GovernmentioliCanadaresee asses nee 2,564 [a 
279,270 284,781 ‘ ; : 
Bxcesa (delicioney) of ananciig over cost of mark can Inventories which are recorded at cost have been written down 
operations (Schedule E) o.....ccccccccsccssssssssssssssssssevsveee : 36,012 (10,780) to their net realizable value as the prices of surplus dairy products 
(Deficiency) at beginning of NEAT dish hee ore (13,581) ane substantially lower on the world market than domestic support 
36.012 (24,361) prices and costs. The decrease in the allowance for inventory write 
Deficiency recoverable from producer .............ccccccese00n 24.361 down has been credited to marketing operations (cost of goods 


Excess of financing over cost of marketing operations 
atiend of:years(INOLE.6) aaemen ee eee ne tyme ne 36,012 


sold) financed by producers. 
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CANADIAN DAIRY COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1986—Concluded 


4. Commitments 


As at July 31, 1986, the Commission was committed to pur- 
chase butter and skim milk powder, produced prior to that date, 
at Canadian support prices and other dairy products at negotiated 
contract prices for approximately $13.7 million (1985—$11.9 mil- 
lion). Losses which may result from these purchases at higher 
than export prices have been estimated at approximately $8.6 mil- 
lion (1985—$7.9 million) requiring an increase in the allowance 
during the year of approximately $0.7 million (1985—decrease 
$5.6 million) which has been charged to cost of goods sold on the 
statement of marketing operations and financing by producers. 


. Loans from Government of Canada 


The loans are raised to finance the purchase of dairy products 
under the dairy support program. There are no specific terms of 
repayment. However, loans are repaid on a regular basis as and 
when funds are available. The Commission is allowed to borrow to 
a maximum of $300 million. The interest is calculated on a simple 
basis and paid at the time of any principal repayment. The inter- 
est rates during the year varied from 8.125% to 11.875% (1985— 
9.375% to 12.375%). 


Loan transactions are summarized as follows: 


1986 1985 
(in thousands 
of dollars) 
Balance at beginning of year... 238,599 182,516 
BOrrowin gsi peered cure i en ee: 289,410 497,236 
IREDAYIMEN tS emereeetmyn eee ieee rane aoe (401,719) (445,452) 
Accruedunterestiat endof yeanin.. ens 951 4,299 
Balanceatiend(ofsyearmn wean eet 127,241 238,599 


. Financing 
Government of Canada 


The Agricultural Stabilization Board, through Vote 15, pro- 
vides financing to the Commission for the benefit of producers for 
the purpose of stabilizing the price of industrial milk and cream. 
During the year ended July 31, 1986, financing for this purpose 
amounted to $288 million. 


Administrative expenses are financed by Agriculture Votes 40 
and 55. 


Producers 


Producers are responsible for the cost of disposal of surplus 
products, including all losses on special export production under 
the export quota program, and for marketing costs attributable to 
surplus production. These costs are financed through producer 
levies which are charged and collected by the provincial market- 
ing boards and agencies and remitted to the Commission. 

Interest expense and carrying charges associated with the pur- 
chase of butter and skim milk powder in excess of the Canadian 
requirement of butterfat are financed by producers. 

Effective April 1, 1986 interest expense and carrying charges 
associated with the purchase of skim milk powder are being 
financed by the Government of Canada up to a maximum of $10 
million. 

In accordance with Section 36 of the National Milk Marketing 
Plan, the treatment of any excess or deficiency of financing by 
producers in respect of marketing operations is to be determined 
by the Canadian Milk Supply Management Committee. Subse- 
quent to the year end, the Committee has decided that $26 million 
of the $36 million excess financing at July 31, 1986 will be 
refunded to provinces through credits to levy payments to the 
Commission commencing with the payments due in December 
1986. 
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. Agents’ commissions 


The Commission has used the services of sales agents for dairy 
products on the export market. Sales commissions were as follows: 


1986 1985 
(in thousands of 
dollars) 
Coop Fédérée de Québec, Canada .............cccccccccesesssseeseess 1,895 2,401 
I oeMeE xportsiincn Canadawm eens. sea eee ee 631 2,594 
Entercontinentalss Mexico mean een ene ee 555 DoS 
Gestion Y. Dessarrollo—Commercial S.A., Peru ........... 433 146 
Canada Expa (1980) Inc., Canada ............cccccescsccesesveeeess 3 14 


351753690 


. Financial statement presentation 


A statement of changes in financial position has not been 
included because, in the opinion of management, it would not pro- 
vide any useful additional information. 


SUBSIDIES TO PRODUCERS OF INDUSTRIAL 
MILK AND CREAM 


FOR THE YEAR ENDED JULY 31, 1986 SCHEDULE A 
Eligible Shipments Subsidies 
1986 1985 1986 1985 
(in thousands (in thousands 
of kilograms) of dollars) 
Prince Edward Island... 3,114 3,108 5,215 5,206 
Nova Scotia.........0.c000. 2,079 Jes 3i0) 3,483 3,578 
New Brunswick.............. 2,168 Doky) 3,632 3,780 
Quebech) ase 78,808 80,962 132,004 135,611 
Ontariove. =. ree 51,479 53,729 86,227 89,996 
Manitobar--2 6,423 6,594 10,759 11,044 
Saskatchewaneee eee 4,298 4,411 7,199 7,388 
Aibertarcs ees. cre 11,056 11,427 18,518 19,140 
British Columbia ........... 6,134 6,229 10,274 7,869 
165,559 170,854 STM 283,612 


ADMINISTRATIVE EXPENSES 
FOR THE YEAR ENDED JULY 31, 1986 


(in thousands of dollars) SCHEDULE B 
1986 1985 
ROE ENG (Siete rete ORE yo recat ae ee et rg ie tere Ss 2,283 2,031 
ELEY i seceeeedit cetera crit Res ote Meet es een rent cy eee rie Reece 443 183 
Transportation and communications ............0...0:0ccccceeteeeeseeeeee 396 410 
Protessionalrandispeciall SenviCes amare tse ernest eras 393 264 
Otheripersonnelicoststeeewe yee oe eens en eras 271 264 
Remuneration of members of the Commission ...................0.....0.. 188 19] 
Data processing and cheque issue SerVviCes..........0.0..:c:cceceseseeeees 72 152 
Wtilitiesamatenials'and/SUpplics sees see en neteae ree 68 54 
eurniture:andseq ui pment ete ere ee ee 35 96 
Repairs:andimaintenance meres. areca emo) ee eee ee 26 22 
Miscellancousitsc.:..cee vex poeta ee heen eter ay sree sane 16 l 
4,191 3,668 
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CANADIAN DAIRY COMMISSION—Continued 
PRODUCER LEVIES ON INDUSTRIAL MILK 


FOR THE YEAR ENDED JULY 31, 1986 SCHEDULE C 
Producer Levies 
Milk Shipments In Quota Over Quota Total 
1986 1985 1986 1985 1986 1985 1986 1985 
(in thousands of litres) (in thousands of dollars) 
Princedward sland nes eee ee eee 76,826 75,998 4,629 3,678 130 4,759 3,678 
IN OVA SCOt lacie tye enone eine eae ner 53,249 52,930 3,105 2,977 612 468 3,717 3,445 
New" Brunswick... ..c7csr ee ieee ee ee 53,793 54,905 3,247 8122 248 3,247 3,370 
QUEDEG cee ec ee Tn ele toon onde wane Rae 2,174,677 2,243,797 127,749 128,011 6,686 127,749 134,697 
Ontario. Torso ci Ae Met aPe WS coy deer ol aretor ts: | 1,291,746 1,321,949 76,385 74,630 11,463 9,780 87,848 84,410 
Manitoba ce.) ee ee eee 147,709 153,566 8,696 8,680 1,070 8,696 9,750 
Saskatchewan’ 2:05 ne as ait yes 0 ae 4 100,133 101,510 SHS) Sei) 444 SMES 6,219 
A Dertarte erent cece renner mer Crianty Meee err Ce 287,651 287,020 17,162 16,232 1,449 1,880 18,611 18,112 
Buttis Column Diateeerretcesrs erent nt tee eerie nore 169,961 175,253 9,834 elie 1,164 3,862 10,998 11,039 
4,355,745 4,466,928 256,582 250,282 14,818 24,438 271,400 274,720 
PRODUCER LEVIES ON FLUID MILK 
FOR THE YEAR ENDED JULY 31, 1986 SCHEDULE D 
Sales Producer Levies* 
1986 1985 1986 1985 
(in thousands of litres) (in thousands of dollars) 
Prince Edward Island.... 14,198 13,509 42 41 
INOVal COLLAR SEs 116,151 114,916 350 347 
New Brunswick.............. 70,129 69,818 211 210 
Quebees he eee, 669,151 655,236 2,017 1,980 
Ontarioyeee ee eee 970,904 954,071 2,927 2,879 
Manitobateeeune te... 106,066 103,814 320 314 
Saskatchewans eee 97,165 97,876 293 293 
Allbertaserse sates forecast. DISD 253,457 776 758 
British Columbia .......... 309,704 303,183 934 675 
2,610,789 2,565,880 7,870 7,497 


*Calculated at 5% of subsidy rate of $6.03 per hectolitre of sales. 
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CANADIAN DAIRY COMMISSION—Concluded 
MARKETING OPERATIONS FINANCED BY PRODUCERS 


FOR THE YEAR ENDED JULY 31, 1986 SCHEDULE E 
1986 1985 
Skim Skim 
Milk Evaporated Other Milk Evaporated Others 
Butter Powder Milk Products* Total Total Butter Powder Milk Products* 
(in thousands of dollars) 
Sales ere nets ee tae oth pied 77,974 72,929 71,027 8,590 230,520 338,916 134,516 71,916 119,931 12,553 
a a LS SO OE 
Cost ofgoods'sold\cc.1:c2 75,401 207,114 116,456 24,335 423,306 567,700 131,016 212,028 195,113 29,543 
Allowance for inventory 
Write COW ners te cena: 1,292 (12,330) (9,323) (1,291) (21,652) 11,066 (6,623) 6,898 8,845 1,946 
76,693 194,784 107,133 23,044 401,654 578,766 124,393 218,926 203,958 31,489 
a a SR ET ee SU I I AER SOO IES 
Loss (profit) on sales............ (1,281) 121,855 36,106 14,454 171,134 239,850 (10,123) 147,010 84,027 18,936 
a a i Ee NEES) Ee Or Lie oe 
Expenses and assistance 
Dairy product assistance.. 951 25,086 36 34,622 60,695 37,855 335 16,833 93 20,594 
Carrying charges .............. 3,316 27 1,242 63 4,648 10,554 1,959 8,176 419 
Agents’ commissions ........ 934 2,367 216 3,517 5,690 651 4,707 332 
Provision for doubtful 
ACCOUMUSH see ene ere 1,700 600 2,300 2,300 1,700 600 
Promotion eves (eet 804 804 
Capital assistance recov- 
CICS errata ae (132) (483) (615) (978) (495) (483) 
Donation to Mexico and 
Ethiopias cee 416 416 290 290 
Transport assistance......... 359 359 
4,626 26,851 5,629 35,018 72,124 SS ile 335 19,443 14,471 21,462 


Cost of marketing opera- 

tions before financing....... 3,345 148,706 41,735 49,472 243,258 295,561 (9,788) 166,453 98,498 40,398 
Financing by Producers’ 

POVICS ae ee neat tt 279,270 284,781 
Excess (deficiency) — of 

financing over cost of 

marketing operations for 


BNE SV Ca Tiek. nee eee demerits 36,012 (10,780) 
Volume jee turonyrap Volume 
(in millions) (in millions) 
Kilo- Kilo- Kilo- Kilo- Kilo- Kilo- 
grams grams Cases grams grams grams Cases grams 
SERIES ne eae nee 16.4 69.9 4.1 5.1 29.5 75.8 dil 6.0 
Bur chaseSsmeaame eee oe 3) 63.4 3):5) 4.7 23% 76.9 7.6 6.7 


a a I a a er ee ee ee ee Re ee eee eee Oe ee 
*Includes whole milk powder and cheese. 
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SUMMARY PAGE 


CANADIAN FILM DEVELOPMENT CORPORATION 


MANDATE 


To foster and promote the development of a feature film industry in Canada. To administer the Canadian Broadcast 
Program Development Fund and the Feature Film Fund for private sector development of television and feature film 
productions meeting specific standards of Canadian content. 


BACKGROUND 


The scale of the corporation’s activities has increased since 1981 with the inception of new government programs in 
support of the domestic television and feature film productions industry. 


CORPORATION DATA 
HEAD OFFICE National Bank Tower 

600 de la Gauchetiére Street, West 
Montreal, Quebec 

H3B 4L2 


STATUS — an agent of Her Majesty 
— exempted from Divisions I to IV of Part XII of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the (1984) repeal thereof. 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OPEICER 


CHAIRMAN 


AUDITOR 


The Honourable Flora MacDonald, P.C., M.P. 
Communications 


1967; by the Canadian Film Development Corporation Act, (R.S.C. 
1970, C-8) 


Peter Pearson 


Jean Sirois 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


At the end of the period 


hota ASSets tae cone ca ete eee 
Obligations to the private sector 
Obligations to Canada <.3.4..aca.A aus 
Bauity.oh Ganddasus tt pee nee 


Cash from Canada in the period 


=== DUGQCCATY ciate ical ona eee ae 
— non-budgetary, net of repayments 


1986-87 1985-86 1984-85 1983-84 


PRN oO at ee ead. ore S54) 13.0 [22 7.9 
Attias ct Nex Pes fear oc re nil nil nil nil 
oh ca BCE eR be ey IS eA 6.3 6.3 6.3 9.0 
PA AE AD 2 pens RED A Or: 28.5 10.1 8.2 P8§) 
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CANADIAN FILM DEVELOPMENT CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Film Develop- 
ment Corporation as at March 31, 1987 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, proper books of account have been kept by 
the Corporation, the financial statements are in agreement therewith 
and the transactions of the Corporation that have come to my notice 
during my examination of the financial statements have, in all signifi- 
cant respects, been in accordance with the Financial Administration 
Act and regulations, the Canadian Film Development Corporation Act 
and the by-laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 9, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
Se—e—=»qoa“*8eReaeoOeoooOoooowowoyoqyoyqy‘qy“_ewo=*“ooeeeeeeeeeeeeeeeS eS 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
Loans ZSCCOUNTS| Paya ble emeew ees ae tetera 6,934,431 2,702,054 
Canadiansprogsrammin pee wee senses 3,568,245 839,600 Provision for employee termination benefits............ 276,504 175,500 
Feature films 7,210,935 2,877,554 
RNTENIMLINANCIN Gas eee ee | eee, Bee 3,548,591 3,023,855 SS 
Permanentetinancings see, sae ree oe ae. 2,345,986 
9,462,822 3,863,455 EQULOR CANADA 
Parliamentary appropriation receivable Equity/ot Gana dayereece tc: e seo teenaerenn ert rene 28,495,921 10,093,723 
(UN Ote23)) erent renee ren enereenen te eer ae 22,983,315 8,186,552 
PS CCOUNESITECELVADIC ey ee eee eee 995,769 243,767 
EeTCDAICIeX DCNSCS reese ee tn eee eC 696,265 NES Syl} 


34,138,171 12,429,287 


Long-term loans 
Feature films 


ATILETITA PITTA CLD een ee teste eee eee eee eee 242,500 
Permanent financing7...ee oe eee 395,000 
637,500 
mixedrassets'\(Note 4)ke te te eat ee 931,185 541,990 
35,706,856 12,971,277 35,706,856 12,971,277 


Approved by the Board: 


JEAN SIROIS 
President 


Approved by Management: 


PETER PEARSON 
Executive Director 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 


STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 FOR THE YEAR ENDED MARCH 31, 1987 
1987 1986 1987 1986 
Canadian CES cee 
program- Feature 


Operating activities 


ne ae ove on Cost of operations for the year ..vcsscsscccsssseesseee (77,903,038) (73,838,596) 
$ $ $ $ Items not affecting liquidity 
Assistance expenses W rite-offSs..2 esd te isan sseegar ned 444,510 218,200 
(Note 5) Depreciation. .eiten coe nee en eee 301,196 126,246 
English production.......... 33,121,708 11,883,525 45,005,233 45,967,352 Increase (decrease) in the provision for 
French production............ 16,363,098 7,034,437 23,397,535 21,277,073 employee termination benefits .................. 101,004 (26,500) 
Marketing and distribu- (77,056,328) (73,520,650) 
TION Ae ee es 4,663,493 4,663,493 3,763,028 Net change in non liquidity items of working 
Development of the capital related to operations...........0.....000 2,919,623 (977,804) 
INGUSUGY ee eorees eee es 3,268,339 3,268,339 1,387,988 (74,136,705) (74,498,454) 
49,484,806 26,849,794 76,334,600 72,395,441 Investing activities 
Revenues Loans 
Management fees............ 1,023,607 655,433 1,679,040 30,099 ENVeStmnentSss. costee cnc otes ek eee (9,369,445) (3,753,500) 
Interest on loans.............. 166,328 460,861 627,189 500,457 Reimbursements serrate nae en meron 2,688,068 4,483,934 
1,189,935 1,116,294 2,306,229 530,556 (6,681,377) 730,434 
Cost of operations before Acquisitionrofutixedassetsee sees ecenrer a (690,391) (97,053) 
administration expenses . 48,294,871 25,733,500 74,028,371 71,864,885 (7,371,768) 633,381 
Administration expenses Financing activities waft 
(Note 6) a tee ol 3,874,667 1,973,711 Parliamentary appropriation 0.00.0... 96,305,236 75,722,307 
Cost of operations for the Parliamentary appropriation receivable 
Wear pti eee er ee ees 77,903,038 73,838,596 Increase onthe: yea tees ere ee ore 14,796,763 1,857,234 
Balance at beginning of the year....................... 8,186,552 6,329,318 
Balanceatiend/ofitheiyeanereee eee 22,983,315 8,186,552 


STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1987 NOTES TO FINANCIAL STATEMENTS 


MARCH 31, 1987 


1. Authority and activities 


1987 1986 


Sore Tae The Corporation was established in 1967 by the Canadian Film: 

Development Corporation Act with the objective of fostering and 

Balance at beginning of the VCAT rere seers ens 10,093,723 8,210,012 promoting the development of a feature film industry in Canada. 

Parliamentary appropriation ..........0...0.c:cceeeeee 96,305,236 75,722,307 The Corporation has since been charged with the administration 

; 106,398,959 83,932,319 of the Canadian Broadcast Program Development Fund, estab- 

Costiof operations for, the. yeatee stress 77,903,038 73,838,596 lished on July 1, 1983, within the framework of the Broadcasting 
Balanceratendiofstheveate nce neces 28,495,921 10,093,723 


Strategy for Canada as well as with the management of various 
new programs established under the National Film and Video 
Policy of May 1984. 

The Corporation is a Crown corporation subject to the provi- 
sions of Part VIII of the Financial Administration Act as it read 
before its repeal and as if it continued to be named in Schedule C 
of the Act. 


2. Significant accounting policies 
(a) Liquidity 


The financial operations of the Corporation are processed 
through the Consolidated Revenue Fund of Canada, thus the: 
absence of bank accounts. For the purposes of the statement. 
of changes in financial position, its liquidity consists of a par- 
liamentary appropriation receivable. 


(b) Loans 


Loans are shown on the balance sheet at their face value, less 
an allowance for losses. 


(c) Investments 


Funds advanced for feature films and Canadian program- 
ming, in return for a share in the proceeds, are expensed as 
assistance expenses in the year in which the advances are 
made. 


All proceeds, up to the amount of the related investment, are 
credited to expenses as a reduction of assistance expenses 
made during the year. Any amount in excess thereof is 
accounted for as revenues. 
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CANADIAN FILM DEVELOPMENT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


(d) Fixed assets 
Fixed assets are recorded at cost. 


Depreciation is provided for using the diminishing-balance 
method, at the annual rate of 30% for the automobile and 
20% for furniture and equipment and for the computer 
installations. Leasehold improvements are amortized, using 
the straight-line method, based on the terms of the leases. 


(e) Parliamentary appropriation 


The parliamentary appropriation voted to the Corporation 
for its objectives comprises a non lapsing amount for the 
development of a feature film industry and another lapsing 
amount for the production of Canadian programming. The 
unlapsed parliamentary appropriation is credited to the 
Equity of Canada. The admissible unlapsed amount not used 
at the end of the year is presented on the balance sheet as a 
parliamentary appropriation receivable. 


(f) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under their 
conditions of employment. The cost of these benefits is ex- 
pensed in the year in which they are earned. 


a 


(g) Pension plan 


All employees of the Corporation participate in the superan- 
nuation plan administered by the Government of Canada. 
The employees and the Corporation contribute equally to the 
cost of the plan. This contribution represents the total liabil- 
ity of the Corporation. Contributions in respect of current 
service and admissible past service are expensed during the 
year in which payments are made. The terms of payment for 
past service are set by the applicable purchase conditions in 
effect, generally over the number of years of service remain- 
ing prior to retirement. 


3. Parliamentary appropriation receivable 


1987 1986 
$ $ 
Development of the feature film industry .............. 19,300,768 5,153,899 
Canadian programming production ...........ccc0e. 3,473,638 2,056,508 
Interim financing to producers and distributors 
ofvieatire filmsps eae ee ee 208,909 976,145 
22,983,315 8,186,552 
. Fixed assets 
1987 1986 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 
Furniture and equipment ......... 955,538 440,039 515,499 302,358 
Computer installations.............. 480,244 156,158 324,086 120,172 
Leasehold improvements ......... 199,155 121,448 77,707 119,460 
ZAULLOIOOLLO peer eaers eee 19,847 5,954 13,893 


1,654,784 723,599 931,185 541,990 
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5. Assistance expenses 
1987 1986 
Canadian 
program- Feature 
ming films Total Total 
$ $ $ $ 
Investments ............... 52,851,490 23,680,962 76,532,452 70,479,139 
Proceeds from invest- 
MENS een eee (5,350,441) (1,564,192) (6,914,633) (3,262,967) 
Loans written-off ...... 70,000 374,510 444,510 218,200 


Reimbursements of 
loans previously 
written-off............... (43,318) (43,318) (72,628) 


47,571,049 22,447,962 70,019,011 67,361,744 


Operating expenses 
((NOtC%6) een ee 1,913,757 4,401,832 6,315,589 5,033,697 


49,484,806 26,849,794 76,334,600 72,395,441 


6. Operating expenses 


1987 1986 
$ $ 
Salaries and employee benefits ..0..........0.ccccccccceeees 4,507,156 3,297,920 
Rent, taxes, heating and electricity ............cccc. 1,100,546 884,671 
Professionallserviccsssaer ee ee ee 1,058,176 392,926 
Printing, postage and office expenses ..................... 992,137 609,165 
Eravelinitmanee: trian eminent eh ue iahe 750,434 412,153 
Advertising and hospitality ...0......ccccccccesceseceeeseeee 637,576 467,913 
iclephrone-andute] exces een oe 319,978 234,511 
DeDreclation mare eet ok eee Sener a rel ane 301,196 126,246 
Consultants: feeswtese se ee 293,035 373,147 
RelocationiexDenscs ae ane ee 114,613 113,010 
hilmsand!subtitling of films) ..02.-1..2-.0.02 112,938 92,726 
Einancinp)COsts emer een tee een eet eee 2,471 3,020 


10,190,256 7,007,408 
Portion applicable to assistance expenses 


(CINGtenS Wyeth e ee eee 6,315,589 5,033,697 
Portion applicable to administration expenses ...... 3,874,667 1,973,711 
. Commitments 


As at March 31, 1987, the Corporation is contractually com- 
mitted to advance funds totalling $22,452,834 as loans and invest- 
ments, of which $10,648,738 are for French productions and 
$11,804,096 are for English productions. Further, it has accepted 
financing projects that may call for disbursements of approxi- 
mately $19.3 million of which $8.1 million are for French produc- 
tions and $11.2 million are for English productions. 


The Corporation has entered into long-term leases for the 
rental of office space and equipment used in its operations. The 
aggregate minimum annual rentals payable during subsequent 
years are as follows: 


$ 
198 8 ae iret eter ctr ate cr teh AOA, Ath ROME As dyin aaa Renae 685,385 
198 Oren ter ater Vela, eo, iene a sures sm Oneeh Anu AE trek be 1,133,731 
1 eek Oi er Botte ney er tan ge eee et eed eee hy oh REY 1,102,611 
LOO Mss ees see en Sar ue ine des sch peat oe eT 1,095,791 
LOO cee arenes ate eater cee ae earners Se ep ce ed eg 1,030,444 
993 OTe ison ate R tee cera cee ee eg en ene 4,488,585 


9,536,547 


SEES 
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SUMMARY PAGE 


CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


MANDATE 


To increase knowledge and understanding of the issues relating to international peace and security from a Canadian 
perspective, with particular emphasis on arms control, disarmament, defence and conflict resolution. 


BACKGROUND 


The corporation was established in 1984 by special Act of Parliament. That Act was amended (S.C. 1985, c. 43) to 
give the corporation status under the Financial Administration Act resembling that of the cultural Crown 
corporations, being exempt from most provisions of Part XII of the Act. The corporation is authorized to fulfill its 


mandate by the following means: 


(a) foster, fund and conduct research, 


(b) promote scholarship; 


(c) study and prepare ideas and policies; and 
(d) collect and disseminate information on, an 


peace and security. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 
AUDITOR 


d encourage public discussion as they relate to matters of international 


307 Gilmour Street 
Ottawa, Ontario 
K2P OP7 


— not an agent of Her Majesty 
— exempt from divisions I to IV of Part XII of the FAA by s. 96(1) 
of that Act. 


The Right Honourable Joe Clark, P.C., M.P. 
External Affairs 


1984; by the Canadian Institute for International Peace and 
Security Act, (S.C. 1983-84, C-37) 


Geoffrey Pearson 


William H. Barton 
The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


At the end of the period 


UraleNSSCts, eee ee cere nn 
Obligations to the private sector 
Obiieations to Canada «saci mecseccsvertuans 
PouityrorG@anadann tt ee 


Cash from Canada in the period 


=r DU OC EtAT Yen ccna ence ene 
== MNON-DUCSetarye Say csaseian nese act 


6 months to | 
1986-87 1985-86 March 31, 1984 


Se ene eer PERE May mi 1.6 1.9 13 
Pe es EE ee WEARS Sh oericone nil nil nil 
ig Ee iO AOR He: eet e a Cie eE aia nil nil nil 
San PR Ne enchant ee Oe Pen 1.4 |g £2 
2 Ale seen Ne 3 a alt Nee 3.0 25 je 
ee eee NE nil nil nil 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 
AUDITOR’S REPORT 


TO THE CANADIAN INSTITUTE FOR INTERNATIONAL 
PEACE AND SECURITY 

AND 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the Canadian Institute for 
International Peace and Security as at March 31, 1987 and the state- 
ments of operations and equity of Canada and changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Institute as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 10, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
aNeaNvveé0?_?—00oOoOoO8O8oO0ooO oOo 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
ashyanditermidepositsie: aot ee eee 1,368,743 1,124,197 Accounts payable and accrued charges...............00000. 154,297 E223. 
Canada treasury bills.......... Pere Pa ee 499,789 
PNCECMCG INT CLES tte ecco ue Se ene eg 227, 11,692 
PreDAId EXPENSES ere acces ad oh Nee ee S3557/ 75,896 EQUITY OF CANADA 
ee eoval TAL Si! : 
Fixed (Note 3) ns y dion saredich Wi 5 J's eee aig NE PE VEE, 160,718 140,994 Equity Of Canadar wenn ete each ade 1,401,948 1,741,345 
1,556,245 1,852,568 1,556,245 1,852,568 


Approved by: 


WILLIAM H. BARTON 
Chairman of the Board 


GEOFFREY A.H. PEARSON 
Executive Director 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY—Continued 


STATEMENT OF OPERATIONS AND EQUITY OF CANADA NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1987 MARCH 31, 1987 
1. Authority and operations 
1987 1986 The Institute was established in June 1984 under the Canadian 
$ $ Institute for International Peace and Security Act which was 
Expenses (Schedule) amended by Bill C-69. It is an exempted Crown corporation as 


defined in the Financial Administration Act. 


PERE poeta ane ante satan 1,126,729 683,478 The purpose of the Institute is to increase knowledge and 
Research 28 5 hc0). cee neem cree eae Meee een, eee 1,054,975 547,381 understanding of the issues relating to international peace and 
Information Services meee eee nee 245,567 117,267 security from a Canadian perspective with particular emphasis on 
Awards and scholarships .............ccc.ccsssseessssessssseeesee 12,600 arms control, disarmament, defence and conflict resolution, and 

2,439,871 1,348,126 to: 
(a) foster, fund and conduct research on matters relating to 

Administration and support international peace and security; 

Administration: cs cer ee oy hee Peet. see Es 582,778 544,187 
EXeCMtiVestn es eRe ects aa i 8, ie ce 320,425 195,268 (b) promote scholarship in matters relating to international 
Board Of Ditectors: ect ana t te cree eee 63,655 132,774 peace and security; 
ere eee (c) study and propose ideas and policies for the enhancement of 
3,406,729" 2,220,355 international peace and security; and 
Revenue (d) collect and disseminate information on, and encourage public 
Intenesthincomic semester ere ae 67,332 225,745 discussion of, issues of international peace and security. 
INCUCOSHOOPeLallOnS ance ere enna nn enn eee 3,339,397 1,994,610 Sire ; a 
Parliamentary appropriation: 2s. eee oe eee 3,000,000 2,500,000 2. Significant accounting policies 
Excess of (net cost of operations over parliamentary These financial statements have been prepared in accordance 
appropriation) parliamentary appropriation over net with generally accepted accounting principles. The significant 
COSL. Of Operations se vemecsr ne eae etre once ene: (339,397) 505,390 accounting policies followed are: 
Equity of Canada at the beginning of the year............... 1,741,345 1,235,955 ‘ 
Equity of Canada at the end of the year oo.-ccscsssecee 1,401,948 1,741,345 (a) Fixed assets 


Fixed assets are recorded at cost. Office furniture and equip- 
ment are depreciated on the straight-line basis at an annual 
rate of 20%. Leasehold improvements are amortized, using 
the straight-line method, based on the duration of the lease. 


STATEMENT OF CHANGES IN FINANCIAL POSITION (ey sPensionipian 


FOR THE YEAR ENDED MARCH 31, 1987 ay ; ; 5 3 
Employees participate in the Public Service Superannuation 


Plan administered by the Government of Canada. The Insti- 

1987 1986 tute’s contributions are equal to the contributions paid by its 
Pg as Te tee employees in respect of current services. These contributions 
represent the total liability of the Institute in respect of the 


Operatin iviti ; ; . 
aed alte Hah pension plan and are recorded as expenses in the same period 


Cash used by operations 


INeticost-of operationssessscme rnc ee 3,339,397 1,994,610 as the employees’ services are rendered. 
a8 not nat oe pees funds ah cee (c) Income taxes 
epreciation of fixed assets.............00000000. d ; ; : eee, P 
3,288,713 1,959,138 The Institute is exempt from any liability for income taxes. 
ae pee and accrued charges................ ie Hass) (d) Parliamentary appropriation 
TUCO INTE tees eee ee een ame tee ; 5 NOt Sy et ‘ 
Prepaidiexpensess aque te earn eens eee (60,339) 24,067 Parliamentary appropriation 1s recorded in the accounts on 
3,184,835 1,953,710 an accrual basis. Furthermore, the Act states that the Insti- 
SS ae tute shall be paid from the Consolidated Revenue Fund the 
Investing activities following sums: 
Acquisition of office furniture, equipment and 
leasehold improvements .................c.cccccccceseeeeeee 70,408 172,881 $ 
Financing activities OS TER 8 eee rt ee ice eee a eee ene ~ bah 
Parliamentary appropriation... (3,000,000) (2,500,000) eer ne camua ac oar Sa Pea eseenn. pa 
(Decrease) increase during the year ................... (255,243) 373,409 on = a ee ole amount as may be appropriated 
Balance at the beginning of the year .............00..... 1,623,986 1,250,577 by Parliament. 
Balance at the end of the year.............c:cccecess 1,368,743 1,623,986 


: e) Grants and transfer payments 
The balance includes cash, term deposits and Canada treasury bills. (e) eS 


The Institute recognizes its liability for a grant or transfer 
payment upon the conditions of the agreement being met by 
the recipient of the grant or transfer payment. 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY—Concluded 


NOTES TO FINANCIAL STATEMENTS. 
MARCH 31, 1987—Concluded 


3. Fixed assets 


1987 1986 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 
$ $ $ $ 
Office furniture ............. 147,339 53,592 93,747 94,754 
Equipment. te 54,560 18,502 36,058 27,619 
Leasehold improve- 
MENtSee ee ee. 45,872 14,959 30,913 18,621 
247,771 87,053 160,718 140,994 


O_o 


4. Commitments 


Leases 


The Institute has entered into lease agreements for the rental of 
office premises. The Institute can renew in 1990 the main lease 
agreement for an additional five-year period. The minimum 
annual rent for the next three years is $133,000. 


Grants and transfer payments 

The Institute is committed to make payments totalling approxi- 
mately $569,200 in subsequent years subject to compliance by the 
recipients with the terms of the agreements. Payments totalling 
approximately $551,000 are to be made during the next fiscal 


year. 
$ 

FRESE AT CI eer eee en i noe oe emer eee, 274,625 
Pu DLECspLO gram MeS ram sree et eee eee ee eee PATS) 
AWATdS anGischolarships cee eeenee a esee ere eer ere 112,400 
INLORMACIOMSELVICES wena er cee ree ne olen) ener ee eee 10,000 
569,200 

SCHEDULE OF EXPENSES 


FOR THE YEAR ENDED MARCH 31, 1987 


SEE a ee ee eee eee eee 
q—0—V0V660Ru0e_—o_qeo0—0—0u0oquEE>0E>e02>02o0—20o0.02.2:20:0:0:0:0:0:0:0x0>0>)7>?2>00nDna0)S eee 


Programmes Administration and Support 
Awards 
Public and Board 
Pro- Information Scholar- Admini- of 
grammes Research Services ships Total stration Executive Directors Total 1987 1986 
$ $ $ $ $ $ $ $ $ $ $ 
Grants and transfer pay- 

TON ew Akon cneepenet 585,276 538,093 50,129 12,600 1,186,098 1,186,098 705,449 
Bersonnel pe sites. oe iesesse se 275,164 258,792 129,413 663,369 145,891 295,511 441,402 1,104,771 761,623 
BEUDLICATIONS:.c).s.u0e sess asco 226,851 127,607 354,458 354,458 80,547 
BROTICAIS Stereo een rene 184,713 184,713 184,713 169,868 
Transportation and com- 

PALTLCA LIONS veer 17,782 24,047 14,147 55,976 66,177 20,056 35,955 122,188 178,164 172,018 
Conferences, workshops and 

SENDINATS Tey earn eden. 19,642 91,775 10,248 121,665 121,665 42,161 
Materiel and supplies ........... 32,696 32,696 45,604 45,604 78,300 83,173 
Professional and special ser- 

WICES eens ee 2,014 14,661 8,934 25,609 46,606 4,858 51,464 77,073 62,317 
Depreciation of fixed assets . 50,684 $0,684 50,684 35,472 
Purchased repair and 

PKCD! coco PEPE 42,951 42,951 42,951 45,527 
BBirectors’ fE€S....c.<.<uevengscons 27,700 27,700 27,700 60,185 
Pfiscellaneous. .............0005-+.-:- 152 152 152 2,015 


1,126,729 1,054,975 245,567 12,600 2,439,871 582,778 320,425 63,655 966,858 3,406,729 2,220,355 
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MANDATE 
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SUMMARY PAGE 


CANADIAN LIVESTOCK FEED BOARD 


To ensure: availability of adequate feed grain to meet the needs of livestock feeders; availability of adequate storage 
for feed grain in eastern Canada; reasonable stability in prices for feed grain in eastern Canada, British Columbia 
and the Yukon and Northwest Territories; and fair equalization of feed grain prices in those regions. 


BACKGROUND 


Established in 1967, the Board executes its mandate by subsidizing the transportation costs of feed grains; by 
assessing requirements for feed grains and storage space and by collecting and disseminating related information; and 
by negotiating and coordinating with respect to storage, handling, transportation and cost of feed grains. Its programs 
are financed by budgetary payments from Canada. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


Suite 400 

5180 Queen Mary Road 

P.O. Box 177, Snowdon Station 
Montreal, Quebec 

H3X 3T4 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Charles Mayer, P.C., M.P. 
Minister of State for Grains and Oilseeds 


Agriculture 


1967; pursuant to the Livestock Feed Assistance Act, (R.S.C. 19708 
L-9). 


Denis Ethier 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. | 


At the end of the period 


UA ANSROLS cc irene Se acsa suena aAee 

Obligations to the private sector 

Obligations to Canada... ccssecsessiscares: 

BGuity Ot an atin ce ncbinetesaancal 
Cash from Canada in the period 

= DUULCIOLY ccc nce eee 

—— NON-DUdSEALrY 22h otter ees 


1986-87 1985-86 1984-85 1983-8 


Py ta et 2.4 2.5 2.9 2.4 | 
hi: pt Mian ad ier ten nil nil nil nil 
bee Meee ast re ee eS nil nil nil nil) 
Teo pata ane ee 0.3 0.5 0.7 0.4) 
EAC REN ENA TS SI OAC Tt (72 16.8 p50 16.8. 


» Meee) Ten ale Neamt, nil nil nil nil” 
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CANADIAN LIVESTOCK FEED BOARD 
AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 
AND THE 
CANADIAN LIVESTOCK FEED BOARD 


I have examined the balance sheet of the Canadian Livestock Feed 
Board as at March 31, 1987 and the statements of operations, equity 
of Canada and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Board as at March 31, 1987 and the results of its opera- 
tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Board that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Livestock Feed 
Assistance Act and regulations and the by-laws of the Board. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 29, 1987 
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ASSETS 1987 1986 
$ $ 

Current 

PNCCOUN SITE CELVA DIC eae rn sree nee siete eaten ae 6,038 10,982 

Parliamentary appropriations receivable .................... 1,968,320 1,848,414 

1,974,358 1,859,396 

Amounts recoverable under the new inland elevator 

construction assistance program (Note 3) .................. 459,879 611,207 


2,434,237 2,470,603 
Approved by Management: 


PIERRE MORIN 
Director of Finance 


Approved by the Board: 


DENIS ETHIER 
Chairman 


LIABILITIES 1987 
$ 
Current 
ACCOUNTS; Payables mers eset ese et en eee, 59,095 
GConrmbutionsypayableg nnss nee arene eee 1,933,994 
1,993,089 
Provision for employee termination benefits .................. 127,716 
2,120,805 
EQUITY OF CANADA 
EquityiotiCanadastec ss: asus cee set One Rees a 313,432 


1986 
$ 


81,732 
1,806,266 


1,887,998 
108,100 


1,996,098 


474,505 


2,434,237 2,470,603 
a a a a ie a ag MT I er i nC ance 
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CANADIAN LIVESTOCK FEED BOARD—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Contributions 
ReediireightassistanCerpearet sete meer un cornu snes 15,834,547 15,430,226 
New inland elevator construction assistance 
(Note3) i.e cs rc eter ae 13,000 13,000 
15,847,547 15,443,226 
Administrative expenses 
Salaries and employee benefits ...............0000005 883,696 903,842 
Rentals cece es evo ete tere ae earns 89,759 83,449 
Ta Vel oases eee ee acta ac aeio hae taseans eatrees 79,380 76,760 
Stationery and office supplies ...............::ccceee 52,130 57,750 
Mele phon wrest eee cee ener ee 48,180 54,223 
Professional and special services ........0...0c0ccees 41,092 35,968 
PublicationiolinepOnts eee tery cic neen teers 40,649 43,981 
POStARE). corner A A oe en Nan caen ER Se 39,727 43,942 
Equipment and office furniture 0.0.0... 11,023 14,234 
Blectricityeer secret ses nts ances cea 10,507 9,848 
Accounting and cheque issue Services .................. 3,000 3,000 
INAVISORY COMMItLCE LCOS tense eee nena rere 2,375 3,250 
Miscellancoushe setts ee eee eererer cence 8,562 7,100 
1,310,080 1,337,347 
Cost of operations forthe year vsscsccccssnenee tare: 17,157,627 16,780,573 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1987 
1987 1986 
$ $ 
Balance at beginning of the year.............0...: ee 474,505 694,500 
Parliamentary appropriations ..............00ccccceee 16,993,554 16,557,578 
Services provided without charge by a government 
department Ar aack ss. pete ee er te dsehe ceteoras ees 3,000 3,000 
17,471,059 17,255,078 
@osvioioperavlonstOmmthe Yeats eee entercetrrs 17,157,627 16,780,573 
Balance at enduot tneyeanie: me: ce eecceeecnnescrres 313,432 474,505 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Operating activities 
Cost of operations for the year oo... 17,157,627 16,780,573 
Items not affecting liquidity 
Provision for losses in respect of amounts 
recoverable under the new inland eleva- 
tor construction assistance program ......... (13,000) (13,000) 
Services provided without charge by a gov- 
erminent department eee. n natn (3,000) (3,000) 
Increase in the provision for employee ter- 
minationibenefits;tenete oe. tie te (19,616) (6,291) 
17,122,011 16,758,282 
Decrease in accounts receivable ..................05 (4,944) (7,744) 
Decrease in accounts payable «0.0.0.0... 22,637 30,618 
Decrease (increase) in contributions payable... (127,728) Q3i258 
17,011,976 17,012,409 
Financing activities 
Parliamentary appropriations..................:008 (16,993,554) (16,557,578) 


— 


Investing activities 
Amounts recovered under the new inland 


elevator construction assistance program ..... (138,328) (187,219) 
Parliamentary appropriations receivable 
Increase (decrease) for the year ............c000 119,906 (267,612) 
Balance at beginning of the year .................0. 1,848,414 2,116,026 
Balance;atend of thesyeanenw 2 eee 1,968,320 1,848,414 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objectives 


The Board, a Crown corporation named in Part I of Schedule C 
to the Financial Administration Act, was established in 1967 
under the Livestock Feed Assistance Act with the objective of 
ensuring: 


— the availability of feed grain to meet the needs of livestock 
feeders; 


— the availability of adequate storage space in Eastern Canada 
for feed grain to meet the needs of livestock feeders; and 


— reasonable stability in, and fair equalization of, feed grain 
prices in Eastern Canada, British Columbia, the Yukon Ter- 
ritory and the Northwest Territories. 


2. Significant accounting policies 
(a) Liquidity 


The financial operations of the Board are processed through 
the Consolidated Revenue Fund of Canada, thus the absence 
of bank accounts. For the purposes of the statement of 
changes in financial position, the liquidity consists of parlia- 
mentary appropriations receivable or payable. 


(b) Contributions 


Feed freight assistance is charged to operations in the year in 
which shipments are made. 


Write-offs or provisions for losses of amounts recoverable 
under the new inland elevator construction assistance pro- 
gram are charged to operations in the year in which collec- 
tion is considered doubtful. 


(c 


a 


Capital expenditures 


Purchases of equipment, office furniture, vehicles and costs 
of office renovations are expensed in the year of acquisition. 


(d 


~~ 


Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Equity of Canada for the year to which they apply. 
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CANADIAN LIVESTOCK FEED BOARD—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


(e) Services provided without charge 


An estimated amount for services provided without charge by 
a government department is included in expenses with an off- 
set to the equity of Canada. 


(f) Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided for under their collective agreements 
and their conditions of employment. The cost of these ben- 
efits is expensed in the year in which they are earned. 


(g) Pension plan 


All employees participate in the superannuation plan admin- 
istered by the Government of Canada. The employees and 
the Board contribute equally to the cost of the plan. This con- 
tribution represents the total liability of the Board. Contribu- 
tions in respect of current service and of admissible past ser- 
vice are expensed when paid. The terms of payment of past 
service contributions are set by the applicable purchase con- 
ditions, generally over the number of years of service remain- 
ing prior to retirement. 


3. Amounts recoverable under the new inland elevator construction 
assistance program 


Under the new inland elevator construction assistance program, 
the Board contributed towards certain construction cost. As at 
March 31, 1983, all contributions by the Board had been paid to 
operators of the elevators. These operators are called upon to 
reimburse, without interest, part of the contributions received. 
Reimbursements are based on stored quantities from the fourth to 
the tenth year of operation of the new facility without exceeding 
40% of the contribution received. 

As at March 31, 1987, the Board estimates that the amounts 
that will be recovered, net of a provision for losses, total $459,879 
($611,207 as at March 31, 1986). Because of the basis for the cal- 
culation of reimbursements, it is not possible to determine the 
amounts that will be recovered during each applicable year. 
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SUMMARY PAGE 


CANADIAN NATIONAL RAILWAY COMPANY 


MANDATE 

To operate a national railway system and other transportation and related services, including water transportation, 
trucking, telecommunications and hotels. 

BACKGROUND 

The corporation was created out of more than 200 companies, many of them insolvent. Its creation avoided the 
emergence of a monopoly in railway transport. The corporation’s role was to mold a number of railway companies 


into one strong and commercially-competitive system, serving the entire nation. It was recapitalized in 1937, in 1952 
and again in 1978. 


CORPORATION DATA 


HEAD OFFICE 935 de la Gauchetiére Street West 
Montreal, Quebec 
H3B 2M9 
STATUS —Schedule C, Part II 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1919; by the Canadian National Railway Act 1919 which was 
OF INCORPORATION superseded by the 1955 Act of the same name (R.S.C. 1970, C-10). 
CHIEF EXECUTIVE Ronald Lawless 
OFFICER 
CHAIRMAN (ACTING) Brian Gallery 
AUDITOR Coopers & Lybrand and Touche Ross & Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985*** 1984 1983 
At the end of the year 
OLALTASSCES For ree eect nec een Pere eS see se ec teen eres 7,843 8,139 7,467 6,790 | 
Obligations tothe privatesectOtacd). ee er ee 3,380 Spal 2,696 2,2698 
Obligations: (0 @anada eee 209 266 274 283 | 
Hauityjor CGandda® sje ce oe, eee ren ee eer ea 3,005 3,418 3,324 3,1138 
Cash from Canada in the year | 
Sante 6: 0 ie CR SR EE UC Om ERE ORME Ls eeu ary ey | eee ei 19.8 9 7 LBS 
S—TON=DUGRETAT Vii cents ee seen ree nil nil 18 102 


*$328 million of capital stock cancelled as CN Marine Inc. was transferred to the Crown. 
**Does not include payments of a kind made to a general class of recipients. 


***1985 data and 1984 budgetary cash exclude CN Marine Inc. data which previously were consolidated within 
those of CNR. 
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CANADIAN NATIONAL RAILWAY SYSTEM 
AUDITORS’ REPORT 


TO THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheets of the Canadian 
National Railway System as at December 31, 1986 and 1985 and the 
consolidated statements of income, retained earnings and changes in 
financial position for each of the years in the three-year period ended 
December 31, 1986. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the System as at December 31, 1986 and 1985 
and the results of its operations and the changes in its financial posi- 
tion for each of the years in the three-year period ended December Sil 
1986 in accordance with generally accepted accounting principles 
applied on a consistent basis. 


Coopers & Lybrand 
Chartered Accountants 
(For the years ended December 31, 1986, 1985 and 1984) 


Touche Ross & Co. 

Chartered Accountants 

(For the years ended December 31, 1986 and 1985) 
Montreal, Canada 
February 24, 1987 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in thousands of dollars) 


a eee ee ee eee ee ee 


ASSETS 1986 1985 


Current Assets 


LSCCOUDTSITECELVAD lO ane pee Een) UNL 494,597 486,922 
Matentaliand:suppliessem. ee semen er eee etek 377,132 406,184 
Other eten (aes! Shia eet cn, 252,915 234,849 
1,124,644 1,127,955 

NSUrance: FUNG ess. osteo. ee 8,905 9,176 
ANVEStMentS con oetrs eae tt EO Oh 75,270 380,011 
PE ODEL CS eee. ne OE me MOREE | 6,248,505 6,193,468 
Other Assets and Deferred Charges .........0.ccccccccccsssesseose 385,290 428,171 


7,842,614 8,138,781 


See accompanying notes to consolidated financial statements. 
On behalf of the Board: 


BRIAN O’N. GALLERY 
Director 


RONALD E. LAWLESS 
Director 


LIABILITIES 


Current Liabilities 
Bank indebtedness.......... 
Accounts payable and 
accrued charges.......... 
Current portion of long- 
ternmide Dtees eee ceees 


Provision for Insurance...... 
Other Liabilities and 
Deferred'Credits... 
Long-Term Debt ................ 
Minority Interest in Sub- 
sidiary Companies.......... 


SHAREHOLDER’S 
EQUITY 


Capitalistocksaesssaees 
Retained earnings........... 


2,278,867 
725,746 


1986 


106,894 
899,189 


305,812 
186,273 


1,498,168 
8,905 


274,097 
3,052,486 


4,345 


3,004,613 
7,842,614 


2,606,425 
812,026 
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1985 


152,719 
954,235 


223,885 
155,732 


1,486,571 
9,176 


271,891 
2,948,347 


4,345 


3,418,451 
8,138,781 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
CN Rail 
Revenues. ac 4225. eee 3,652,655 3,753,190 
EXDCNSCS semester ee hme ean 3,663,826 3,647,658 
Income (l0ss)Pese. ne ere s (11,171) 105,532 
Grand Trunk Corporation 
Revenues 24 eee ee a occe $31,399 $51,782 
EX PenSSpeccccre oe epee nese ences $45,556 538,200 
ANncOme:(1OSS) entree ne eee en eee, (14,157) 13,582 
Enterprises group 
CN Communications 
REVENUES say tee tee crete 303,384 303,930 
EXPen ses 2oc2 oer sere Daye aroters 267,145 260,882 
INCOME eeicas <n eee ne emcee 36,239 43,048 
CN Hotels 
Revenueste cere: cae eee 146,911 129,846 
EXpPenses 405-22 eters Ste wieteeiras: 147,570 133,289 
TOSS peso nee ee Cet (659) (3,443) 
CN Exploration 
ReVenleSeht ene ee cient 33,869 56,730 
EXPENSES) en te sec Ren cc cerees ecarenseee 29,368 26,123 
ENCOMCR seeer nes ere ee 4,501 30,607 
CN Real Estate 
IREVENUCSoeis. cece ee tec ia sasls 35,157 29,582 
EXpenses 23.200. h sc pects aiederns 16,330 14,885 
Incomes: Gee tee eee rate ne 18,827 14,697 
Other 
Income‘(loss) x. see. te = eee 1,822 (489) 
Total Enterprises group................... 60,730 84,420 
Total CN Rail, Grand Trunk Corpo- 
ration; ENterpriseS cee eee 35,402 203,534 
Imposed public duty: TerraTransport 
[20SS) 22k he a (41,291) (39,908) 
Total continuing operations.................. (5,889) 163,626 
Discontinued operations* 
CN Route 
POSS eee eee an Tea e (70,961) (42,590) 
Dockyard 
OSS Re eee te ete vee one eee. (9,430) (2,933) 
CN Marine Inc. 
INCOMCH aca ee ee. 
Total discontinued operations............... (80,391) (45,523) 
Income (loss) before income taxes and 
extraordinary item ......¢2-<904.5: (86,280) 118,103 
INCOME taXCSpene ee ee ee ee $7,823 
Income (loss) before extraordinary 
ithe d a eee pee (86,280) 60,280 
Reduction in income taxes on 
application of prior years’ losses... $7,359 
Net-income (loss) s:xcrevasserseerca (86,280) 117,639 


*See Note 2. 
See accompanying notes to consolidated financial statements. 


1984 


3,787,251 
3,568,384 


218,867 


524,035 
512,347 


11,688 


287,786 
255,398 


32,388 


102,186 
107,489 


(5,303) 
31,873 


153973) 
15,900 


30,544 
16,481 
14,063 


1,208 
58,256 


288,811 


(34,621) 
254,190 


(31,938) 
(1,796) 


21,888 
(11,846) 


242,344 
117,123 


125,221 


116,730 
241,951 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 1984 
Balance, beginning of year.................... 812,026 717,915 524,354 
IN@trincomen(lOss) an see sera tee oe (86,280) 117,639 241,951 
725,746 835,554 766,305 
Dividendeeee tare 23,528 48,390 
Balancexendiofayeate ns. ee 725,746 812,026 717,915 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31 

(in thousands of dollars) 


1986 1985 1984 
Cash provided from (used for) 
Operating activities 
Netiincome’(loss)i2...25-2 eet (86,280) 117,639 241,951 
Non-cash charges to income 
Depreciation and amortization. 311,807 282,817 261,444 
Loss (income) of equity inves- 
tees less dividends ................. 1,055 308 (16,207) 
Loss on disposal of investment.. 737 


Loss on disposal of CN Route .. 45,320 


Changes in working capital 


FL) 11 Gheieeanticeents earecrecranrernceadiai sce (21,194) (35273) 11,017 
Otherwainaiinttrn cere 9,928 (72) 38,740 
260,636 328,156 536,945 


Investing activities 


Additions to properties.................. (484,072) (744,475) (713,149) 
Net proceeds from disposal of 

Properties ater ce.-sea een ee 48,094 39,670 31,874 
Investments. tence ee: (5,202) (23,010) (19,569) 
Proceeds from sale of CN Marine 

Inc. and related assets ............... 327,558 
Redemption of capital stock ......... (327,558) 
Proceeds from sale of investment . 1,571 


Proceeds from sale of CN Route.. 23,000 
Working capital of previously 
consolidated entities .................. (7,633) (15,855) 


(425,813) (726,244) (716,699) 
Dividend aye a aevect ines cce ae ee (23,528) (48,390) 


Cash used before financing activities... (165,177) (421,616) (228,144) 
Cash (bank indebtedness) beginning 
Oltycar® caer es en ee (152,719) (91,687) 58,944 
(317,896) (513,303) (169,200) 
Financing activities 


*Excluding cash, bank indebtedness, and current portion of long-term debt. 
See accompanying notes to consolidated financial statements. 


} 
I 


’ 


Issuance of long-term debt................ 435,492 597,060 132,140 
Reduction of long-term debt............. (224,490) (236,476) (72,827) 
Issuance of capital stock ................... 18,200 
211,002 360,584 T1513 
Bank indebtedness end of year............. (106,894) (152,719) (91,687) | 


| 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Note 1: Summary of Significant Accounting Policies 


Introduction 


All references in these Notes to the “Company” refer to Canadian 
National Railway Company which is wholly-owned by the Govern- 
ment of Canada and, unless the context otherwise requires, its con- 
solidated subsidiaries, and all references to the “System” mean 
Canadian National Railway Company and its consolidated subsidiar- 
ies together with the lines of railway, telecommunications and other 
property entrusted by the Government of Canada to the Company for 
management and operation. A division designated in the Consolidated 
Statement of Income as an “Imposed public duty’, as is TerraTrans- 
port, is one whose operations are continued by the Company in accord- 
ance with directions from the Government of Canada despite the fact 
that such continued operations are contrary to the economic interests 
of the Company. 


(a) Principles of Consolidation 


With the exception of Coastal Transport Limited, the con- 
solidated financial statements include the accounts of all subsidi- 
aries and the Company’s share of the assets, liabilities, revenues 
and expenses of CNCP Telecommunications which is accounted 
for by the proportionate consolidation method; CN’s share in the 
activities of CNCP Telecommunications represents slightly less 
than 60 percent of the activities of CN Communications. Also, 
consistent with the legislation governing the System, the accounts 
of the Canadian Government Railways entrusted to the Company 
by the Government of Canada are included in the consolidated 
financial statements. Coastal Transport Limited and the net 
assets of the Company’s dockyard operation in Newfoundland, 
which formerly formed part of the consolidation, have been 
included in investments in anticipation of their forthcoming dives- 
titure. 

Investments in entities in which the Company has less than a 
majority interest are accounted for by the equity method, where 
appropriate. 


(b) Reporting by Division 


In presenting the results by division, charges for services per- 
formed by one division for another, which are made generally at 
market value, have not been eliminated. Consolidated net income 
is not affected by this practice. 


(c) Material and Supplies 


The inventory is valued at laid down cost based on weighted aver- 
age cost for ties and rails, latest invoice price for fuel and new 
materials in stores, and at estimated utility or sales value for 
usable second hand, obsolete and scrap materials. 


(d) Properties 


Accounting for railway and telecommunications properties is car- 
ried out in accordance with rules issued by the Canadian Trans- 
port Commission and the Canadian Radio-television and Tele- 
communications Commission respectively (Canadian properties), 
and the Interstate Commerce Commission (United States proper- 
ties). Generally, major additions and replacements are capitalized 
and interest costs are charged to expense. 

The cost of depreciable railway and telecommunications assets 
retired or disposed of, less salvage, is charged to accumulated 
depreciation, in accordance with the group plan of depreciation. 
Other depreciable assets retired or disposed of are accounted for 
in accordance with the unit plan whereby gains or losses are taken 
into income as they occur. 

The Company follows the successful efforts method of accounting 
for its oil and gas operations whereby the acquisition costs of oil 
and gas properties, the costs of successful exploratory wells and 
the costs of drilling and equipping development wells are capital- 
ized. 
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(e) Depreciation 


Depreciation is calculated at rates sufficient to write off proper- 
ties over their estimated useful lives, generally on a straight-line 
basis. For railway and telecommunications properties, rates are 
authorized by the Canadian Transport Commission, the Canadian 
Radio-television and Telecommunications Commission and the 
Interstate Commerce Commission. The rates for significant 
classes of assets are as follows: 


Annual Rate 
Ties 2.89% 
Rails 1.87% 
Other track material 2.23%-2.83% 
Ballast 2.76% 
Road locomotives 5.23% 
Freight cars 1.73%-3.18% 
Commercial communication systems 6.40% 


Hotel properties are depreciated at annual rates of 1% to 10%. 


Acquisition costs of oil and gas properties are amortized on a 
straight-line basis over the term of the lease until such time as 
they are determined to be productive or judged to be impaired. 
Acquisition costs of productive properties and costs of successful 
exploratory drilling and of drilling and equipping development 
wells are charged against income on the unit-of-production 
method based upon proven reserves of oil and gas. Exploratory 
dry hole and acquisition costs judged to be impaired are charged 
against income in the current period. Other exploratory expendi- 
tures are charged against income as incurred. 


(f) Transportation Revenues 


Transportation revenues are generally recognized on completion 
of movements, with interline movements being treated as com- 
plete when the shipment is turned over to the connecting carrier. 
Costs associated with uncompleted movements are generally 
deferred. 


(g) Pensions 


(h) 


Current service costs are charged to operations as they accrue. 
Past service costs are charged to operations in annual amounts 
covering principal and interest over varying periods. 

The funding payments are determined in accordance with the 
accrued benefit actuarial cost method. 


Foreign Exchange 


The Company’s foreign operations are classified as integrated and 
are translated and accounted for on the following bases. Current 
assets (excluding material and supplies), current liabilities and 
long-term debt are translated at the rates in effect at the balance 
sheet date, whereas other assets and liabilities are translated at 
historical rates. Revenues and expenses are translated at average 
rates during the year except for depreciation which is translated 
at exchange rates prevailing when the related properties were 
acquired. The Company’s own foreign denominated assets and 
liabilities are accorded similar treatment. Revenues and expenses 
are translated at rates prevailing at the time of the transactions 
except for revenues designated as a hedge against repayment of 
foreign denominated long-term debt which are translated at the 
rate in effect at the inception of the debt. 

Currency gains and losses are reflected in net income for the year, 
except for unrealized foreign currency losses on long-term debt. 
The Company has designated future U.S. dollar revenue streams 
as a hedge against the repayment of long-term debt denominated 
in U.S. dollars, and has thus deferred reflecting the related 
unrealized foreign currency translation losses in net income until 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


the earlier of the debt repayment or the expiry of the hedge. Such 
deferred amounts are included in the Consolidated Balance Sheet 
as part of Other Assets and Deferred Charges. 


PUBLIC ACCOUNTS, 1986-87 


Year ended December 31 


1986 


1985 1984 


(in thousands of dollars) 


: CN Route 
i) Leases : 
(i) ‘ ’ ety ; ; Operating Lossh eye ete ee 25,641 42,590 31,938 
Leases which satisfy the criteria for capital leases and which have Loss arising from disposal................. 45,320 
been entered into after 1981 have been capitalized. Other leases, 70,961 42,590 31,938 
satisfying the criteria for capital leases but which were entered 
into prior to 1982, have been recorded as operating leases. peekyare 
‘ é : ; Operatingilossies =< ee ee ee ee 4,530 2,933 1,796 
Note 2: Special charge and Discontinued Operations pee loss arising from dis- 
: POSalin fae, . .coteke. See Pe 4,900 
(a) Special Charge . . ae 9,430 7933 1,796 
CN Rail expenses include a special charge of $60.2 million EN Matineiinel: thcome) 16 fant (21,888) 
(1985—$40.4 million) relating to a provision for rationalization Totalidiecontinued Uperations OMUOe 80.391 45.533 11.846 
costs in connection with an ongoing program to reduce the size of : 2 
the CN Rail work force. 
(b) Discontinued Operations Note 3: Investments 
During 1986 the Company disposed of its former division CN Percentage December 31 
Route and its investment in CN Marine Inc. (see Note 6a)) and of Voting 
entered into negotiations for the disposition of its dockyard opera- Interest 1986 1985 
tions in Newfoundland. Details of the charges (income) incurred (in thousands 
on these operations are as follows: of dollars) 
Entities accounted for by equity method 
CNCP Niagara-Detroit Partnership ...... 50% 17,834 23,741 
The Toronto Terminals Railway Com- 
PaNyYes.asald..cehs tee bestees. ese ett, 50% 10,682 10,682 
Dockyard\(seeyNotella)) meee te 26,417 
Other ees Ae Bae AT remnants ar LIiE258 16,528 
66,186 50,951 
Other companies and investments, at cost 
less provisions for impairment where 
applicable 
CN Marine Inc. (see Note 6a)) .............. 324,136 
OUNC Recerca ee eee 9,084 4,924 
MOtallearas cee Ree Sate ceo een eee eee 75,270 380,011 
Note 4: Properties 
December 31 
1986 1985 
Accumu- Accumu- 
lated lated 
Deprecia- Deprecia- 
Cost tion Net Cost tion Net 
(in thousands of dollars) 
CNAR Gil Sees Ce ended eee, ee OE Bet Ries = Wish Waid oo ot we ie 7,978,729 2,869,139 5,109,590 7,755,679 2,766,643 4,989,036 
Grand iLrunk Corporation (sete in, fecae | At er Sede een eden $57,864 153,150 404,714 561,570 153,718 407,852 
Enterprises group 
CN GommunicationSere ene ec cc tale aoe ee, 742,175 312,045 430,130 708,538 288,916 419,622 
CONDE Otel Sec eer ected EAS ON ol ce ARIA gk eae 236,247 75,551 160,696 217,059 (PASS 144,708 
GINVEXDIOLAUON tree eee creates eres cee tat ae oe en cr erertee 85,728 25,261 60,467 74,947 12,211 62,736 
NURealibstate entree rte ert eae ee Te ne rae 63,279 13,861 49,418 72,750 18,221 $4,529 
Other BAe eo Rees ee ee AE SORE ERS | 17 4 13 
WP errairansport) vee o an AO | EE TT Otte ae ae 89,919 $6,429 33,490 95,484 52,430 43,054 
Discontinued operations 
SINT ROUSE cere enter etre am ee Bnd Oe ee STR ees ne 95,284 5,257 40,027 
Dockyard’ #2 UR ERS E080. 8 28. 72 aS OD) COONEY UOT Na) 34,555 2,664 31,891 
9,753,941 3,505,436 6,248,505 9,615,883 3,422,415 6,193,468 
Amounts included above with respect to Canadian Government Railways 
entrusted to the Company by the Government of Canada ...................... 1,060,097 569,633 490,464 1,037,108 $56,142 480,966 


eee aes 


At December 31, 1986 the gross value of assets under capital leases included above was $119.4 million (1985—$108.4 million) and related accumulated amortization 


thereon amounted to $9.3 million (1985—$5.5 million). 


PUBLIC ACCOUNTS, 1986-87 


CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


Note 


5: Long-Term Debt 


Bonds, Debentures and Notes 
Canadian National 834%, 10 Year Bonds ........ccccccccccccscscscececeseseecsveveveceececececese 
Canadian National 87%, 10 Year Bonds (b)........cccccccccssecseccescesesseevesveseeseeseseese 
Canadian National 5%, 27 Year Bonds (a, b) .....cccccccccccccssscescocecessscevesesseseeveseeve 
Canadian National 145%%, 10 Year Notes ......:ccccccccccscsscesesceseeveseccscesesvesesveveseeve 
Canadian National 114%, 8 Year Notes.........c.cccccccccccseseecescevesesceseseevesesveeeveee, 
GCanadiansNationalt9/.7ouspveaTeNotes ean s eee 
Canadian National 124%, 10 Year Notes .....occccccccccccecececesesescecevevecescececececesees 
Canadian National 62%, 10 Year Japanese Yen Notes (C) ...-.ccccccceccceseeseeseesss 
Canadian National 938%, 10 Year Notes ..0......ccccccccccesecececssesesesvevevesesesceveveveveeees 
Canadian National 914%, 20 Year Sinking Fund Debentures .............00..00.0...... 
Canadian National 5%%, 15 Year Swiss Franc Bonds (d) ..cccccccccccccescesceseescenes 
@anadianyNational(8/s2oyl5aY.ear Notes seen ee ne 
Canadian National 8%%, 25 Year Sinking Fund Debentures .................0.0...... 
Canadian National 9.70%, 25 Year Sinking Fund Debentures.......................... 
Canadian National 13%, 20 Year Sinking Fund Debentures ...........0.00.--0000.... 
Canadian National 124%, 20 Year Sinking Fund Debentures ......................... 
Canadian National 14%, 25 Year Sinking Fund Debentures ........0.0..0--.cccc0c0.. 
Canadian National 15%, 25 Year Sinking Fund Debentures ........0.0...-.c.ccc00.-.. 
Canadian National 164%, 25 Year Sinking Fund Debentures ................0.000.... 
Canadian National 14%%, 30 Year Sinking Fund Debentures ......................... 
Canadian National 12%, 30 Year Sinking Fund Debentures ............-.....0..00..... 
Buffalo and Lake Huron 5%, Ist Mortgage Bonds ...........cccccccccsscsecesseseseeseesee 
Buffalo and Lake Huron 52%, 2nd Mortgage Bonds.............ccccccccccccecesceseecessese 


otalsBondsaDebentunestand Notes see eke eee ee ee ee 


Government of Canada Loan and Advances (e) 


Government of Canada loan 


Other 


Amounts owing under equipment purchase agreements (f) 
Swiss borrowings (g) 
Syndicated loan (h) 


Less: current portion of long-term debt 
MISCEHANCOUS se eae eee eens a) ier een ere Soe AO a) ot: Beet |. 


Long- 


4 Wo bay B (ols) ieee mmeemnanar apres ocr ase alk NSU te evs cyerey peevsyepereree per rer rere ior cei incon ee 


(a) Guaranteed by the Government of Canada. 


(b) These bonds are subject to repurchase arrangements. 


(c) The Company borrowed $70.0 million at an all-in cost of 10.25% 


by means of a Euro-yen public note issue and a currency swap. 


(d) The Company borrowed $98.6 million at an all-inclusive cost of 


11.17% by means of a public bond issue in Switzerland and a cur- 
rency swap. 


(e) $195.2 million of the Government of Canada loan bears interest at 


8%4% per annum and is payable in equal semi-annual payments of 
$13.63 million covering principal and interest to June 30, 1998. 
The weighted average interest rate on the $195.2 million loan and 
the advances outstanding at December 31, 1986 and 1985, was 
approximately 8.2% per annum. 


(f) Secured by rolling stock and payable by semi-annual or quarterly 


instalments over various periods to 1995 at interest rates ranging 
from 8% to 17%4%. As at December 31, 1986, the principal 


Maturity 


Currency in 
which payable 


December 31 


1986 


1985 


(in thousands of dollars) 


Nov. 15, 1986 United States 83,232 
Mar. 1, 1987 Canadian 45,947 46,007 
Oct. 1, 1987 Canadian 93,596 95,475 
Dec. 1, 1991 United States 117,817 117,817 

June 11, 1993 Canadian 100,000 100,000 

Mar. 18, 1994 Canadian 100,000 

Apr. 15, 1995 Canadian 100,000 100,000 

Mar. 26, 1996 Canadian 70,000 
Oct. 1, 1996 Canadian 100,000 

Mar. 15, 1998 United States 106,826 115,729 

Aug. 22, 2000 Canadian 98,617 98,617 

May 21, 2001 Canadian 150,000 
July 1, 2002 United States 84,748 90,045 
July 15, 2004 United States 174,940 174,940 

Nov. 15, 2004 Canadian 100,000 100,000 
May 1, 2005 Canadian 125,000 125,000 
Jan. 15, 2006 United States 178,783 178,783 
June 1, 2006 United States 181,238 181,238 
Mar. 1, 2007 United States 183,053 183,053 
Sept. 1, 2012 United States 247,984 247,984 

Mar. 15, 2013 United States 122,548 122,548 

Perpetual Sterling 7195 795 
Perpetual Sterling 1,228 1,228 
2,483,120 2,162,491 

Canadian 195,169 251,565 

Canadian 13,918 14,004 

209,087 265,569 

United States 162,736 187,613 

Swiss Francs 64,684 64,684 

Canadian 42,610 42,610 

Various 108,895 99,405 

Canadian 778 1,116 

Canadian 8,065 8,065 

285,794 356,277 

673,562 759,770 

3,365,769 3,187,830 

305,812 223,885 

7,471 15,598 

313,283 239,483 

3,052,486 2,948 347 


(g) 


amounts are payable as U.S. $144.4 million (December 31, 
1985—U:S. $167.6 million). 


A private placement of 100 million Swiss Francs bearing interest 
at 54%%, due on March 16, 1988, will be repaid on March 16, 
1987. 


(h) The Company borrowed $42.6 million at an all-inclusive cost of 


(i) 


G) 


(k) 


11.535% by means of a yen syndicated loan and currency swap. 


Interest rates for these leases range from approximately 87/:% to 
157/3% with expiry dates occurring during the years 1987 through 
2004. The imputed interest on these leases amounts to $116.2 mil- 
lion (1985—$113.4 million). 


Repayable by semi-annual instalments of $218,503, including 
principal and interest, to August 1, 1988. 


Payment of non-cumulative annual interest at 16.55% and repay- 
ment of principal during the term and at maturity of the deben- 
ture in 2008 are subject to certain conditions. 
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(1) Principal repayments, including sinking fund repayments, repur- 
chase arrangements and capital lease repayments, on debt out- 


standing at December 31, 1986, are as follows: 


Year ending 
December 31 


(in thousands 


of dollars) 
AL Se ile ek cat tt BE Dy ede a ee ee ett ee oes fh ood 305,812 
NOUR Heer ese ate anche, MADSEN © Contain pene ieee Peek urinal) Ny Ue 75,244 
1 OS OR Ree cy te an GEE TREES NY perro 76,913 
LEU ae rae gepcee satel chet real Cer Rey MANNE RA ni areata Ks Oe Sd 79,437 
1D LEN Recent ehe mar the ot As ah. We ene eRe ees 242,330 
UE Pea TOD eyo ean bees agacts uk 2 I) Pomel ep etace Tce ones, tanta oto a 1,128,031 
1997-200 lies ct eee a Wt © en MEMO Nn Cnt en CMR 808,928 
DOO 2-2 OO Gretta ete ee eet Nir ee etre eee Ae aN 446,553 
ZOOT E20) tata earns reheat ce er ame ee at cee ee ren 103,537 
ZED 2 0 3 eee eee tee re Se oe) Se Neer Renee ee ene 47,627 
Note 6: Shareholder’s Equity 
(a) Capital stock 
The capital stock of Canadian National Railway 
Company is as follows: 
(in thou- 


Number _ sands of 


of Shares _ dollars) 


Commons Shares of No Par Value Authorized, 

Issued and Outstanding 
December23 eel| 9S Sram eee ee ree aren 6,523,902 2,606,425 
Less: shares cancelled in December 1986 in con- 

sideration of transfer of all the common shares 

of CN Marine Inc. and certain assets held by 

the Company to the Government of Canada 

pursuant to the enactment on June 27, 1986 of 

the Marine Atlantic Inc. Acquisition Authori- 

zation Act which Act also changed the name 

CN Marine Inc. to Marine Atlantic Inc............ 655,116 327,558 


December 315198 Ghee see rer eee 5,868,786 2,278,867 


(b) Retained Earnings 


Under its governing legislation, the Company is required to pay to 
the Receiver General for Canada a dividend equal to 20% of net 
income for the year or such greater percentage as the Governor in 
Council may direct. 


Note 7: Major Commitments 
(a) Leases 


(i) The Company’s commitments as at December 31, 1986, under 
leases, excluding those which have been capitalized and for which 
the lease obligations are recorded as long-term debt (see Note 5), 
are as follows: 


Non-Cancellable Leases 
Pre-1982 Operat- 
Capital _—_ing 
Leases Leases 


Year ending 
December 31 


(in thousands 


of dollars) 

OEE date eee oak Seren, wheter. sheeted eben asin at Apes 45,003 78,264 
1988.6.fo7 BE 8 A) Le See he ee 41,850 73,039 
V9 8 Deas ess Bodega ceo cpnss seteseats UME ce 33,786 64,956 
1 Be ee ae eer d Ber be te eS LAS PES 14,099 40,678 
LOOT Ae See lence tee ek SE 6,073 35,867 
1992-1996......... esd cacsse Oth ye A at ON: Deere bed 10,265 135,667 
LE AG) leek aie ORS A ae ceeee are wine Ar Bos oa Ae 3,385 26,309 
thereatter<. ct.. 56. pee | cee et Pe eee rs S53) 055, 182 
Total minimum lease payments.......... ck d eee: eee 155,314 459,962 
Less amount representing imputed interest.................. 31,368 


Present value of net minimum lease payments under 
Capital leasesz: kcerires oe anti sane nan, Cee. 123,946 
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A significant portion of the leases is in respect of railway rolling 
stock and many of them provide renewal options and an option to 
purchase the property at fair market value at the end of the lease 
term. 


(ii) Rental expenses under all lease arrangements which have not 
been capitalized were: 


Year ended December 31 


1986 1985 1984 
(in thousands of dollars) 
shotaliexpensesme ean naan 178,034 187,949 197,041 
Expenses under pre-1982 capital leases 
included in total expenses................... 46,825 50,863 49,380 


(iii) Increases in income, assets and liabilities in the consolidated 
financial statements, which would have arisen if leases entered 
into prior to 1982 and which satisfied the criteria for capital 
leases had been capitalized, are as follows: 


Year ended December 31 


1986 1985 1984 
(in thousands of dollars) 
Net. increase insInCcOMe@n se eee ee 11,609 10,776 3,036 
Increase in Assets 
Properties 
Leased properties under capital 
L6aSCSiro ne ee 194,092 238,429 266,384 
Less accumulated amortization ...... 128,565 156,672 165,731 


65,527 81,757 100,653 
Other assets and deferred charges 
Unamortized deferred exchange 
loss tee ee aoa Eee er eae, 3,869 17,689 23,323 


69,396 99,446 123,976 


Increase in Current Liabilities 
Present value of obligations under 
capitalileaseswe. etre amen ceree 33,935 33,387 33,954 


Increase in Non-Current Liabilities 
Present value of obligations under 


Capitalileases seem naar rea 101,622 127,180 154,832 
Adjustment to current exchange rate 

(See INotenli(h)) ieee eee ee 22,324 30,699 31,097 

123,946 157,879 185,929 

Lesstcurrentaportion eae eee 33,935 33,387 33,954 


90,011 124,492 151,975 


(b) Other 


The Company has commitments at December 31, 1986, for capi- 
tal expenditures of $29.3 million for railway ties and $50.4 million 
for rolling stock. 
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CANADIAN NATIONAL RAILWAY SYSTEM— Continued 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


Note 8: Subsidies 
Revenues include the following subsidies: 


Year ended December 31 
1986 1985 1984 
(in thousands of dollars) 


Government of Canada 

(a) Payments under the Railway Act paid 
under authority of that Act and the 
related Appropriation Act in respect of 
certain uneconomic operations, services 
and prescribed rates which railways are 
required by the Railway Act to main- 
Lainie nie ree mein rhe ie 2) 

(b) Interim payments to partially offset 
revenue shortfalls associated with the 
cost of carrying grain at uneconomic 
SCALULOLY TAL CSiemeny eenenaeren nian 8,660 

(c) Maritime Freight Rates Act and Atlan- 
tic Region Freight Assistance Act sub- 


39,641 37,151 48,762 


SIDLOS Ooty ew eee ah ets LAR Ce se eg 18,735 20,460 20,727 
(QSSundryetek pe ce oe ome re TY 2,502 6,074 2,433 
Otherassistances=s itr. ers a 163 167 168 

61,041 63,852 80,750 


Note 9: Pensions 


The Company has retirement benefit plans covering substantially all 
its employees under which they are entitled to benefits at retirement 
age generally based on compensation and length of service and/or con- 
tributions. Annual pension costs were: 


Year ended December 31 


1986 1985 1984 
(in thousands of dollars) 
194,425 139,956 167,156 


The effect of the most recent actuarial valuations reduced 1986 pen- 
sion costs by $0.8 million (1985—$58.6 million, 1984—$46.4 million). 

Total past service costs (surplus) remaining to be charged to opera- 
tions based on the latest actuarial valuation at the time adjusted for 
subsequent changes, were: 


December 31 
1986 1985 1984 
(in thousands of dollars) 


Sanadianiplans cach. ka ene 1,530,194 1,528,639 1,480,297 
TS aDIANSi meee ay acs ae Mere rarer (IETS) 13,281 13,347 
1,519,039 1,541,920 1,493,644 


The past service costs relating to the Canadian plans at December 
31, 1986 will be charged to operations in annual amounts, including 
principal and interest, as follows: 


Annual Cost 
(in thousands 


of dollars) 
LEER he Teeter PR Ac ORM De Dal a IIRL a WN A 126,204 
LDR SNe rere MOM el ies OREM Cote uy, ERE 124,169 
LCL Pence cmaeciecp anne ie ee EG ae ahs Pe Ree Ny bla eae 123,982 
Rei eae tl ele ME Od il ON Veale 124,422 
190 Weitere cee: te ee Cs eR ee 130,060 
Lee ssbrecst esha Sse stot cass SEE RN rah ae OE ak de OR 135,970 
1993 eee Phe at IO ees 50 OE IS S10) SiGe RLF 118,168 
DOD Aik A Dest EE A TRO Gates Ue Feral gti hairs Var le 120,102 
199 Semis lesen Re. tered .eebha te cage 47 teeter mend chive ee «bus 126,244 
199 6 sere etter need aay MeO che Uk Bete Ree A emt SO Wd 126,980 
|e HENS) dace ier tenes Ras renin earch ore oat ee pria Son Ma  AAI Ur A Ala 125,610 
1008 etter oe eh tent aes. GOTTEN SUH ¥ IEE 123,825 
OOO RE crn 8 Me AMEE, cn NA REN Rc A A ok os 126,436 
PAOD) sseecrcaeeetabec en ra eran sca te aan anes tpel sem tem Ne pee eho 136,757 
LOO I cpereticeee seca reer tenant ete cv cslsh sess covevaivsasibive dcaceepocereocs 154,847 
DOO 2 Re er ee ee en ioe nee) cin oe A A ee 163,364 
PLU Reins rece eee reer en en eee, ee ne Go kf 172,349 
ZOOS seen Sieh pera aah fie oan hte es = ety Oe See See atte teal «ee 181,828 
LOO Sindee. ctecu Maeno EN OP ee lime bean Pathe A al 191,828 
2006 pies eaenuco terrae torent NR OES | 1 Se kon Sy 202,379 


In 1986 the new recommendations on Employers’ Accounting for 
Pensions from the Financial Accounting Standards Board were 
adopted for the U.S. plans. This resulted in a surplus of approximately 
$11.2 million which is amortized at an annual rate of $0.8 million 
including principal and interest to the year 2000 inclusive. 


For the year 1986 and 1985 funding exceeded the charge to opera- 
tions by $16.8 million and $88.5 million respectively, whereas in 1984 
charges to operations exceeded funding by $36.6 million. The cumula- 
tive excess of charges to operations over funding requirements amounts 
to $12.9 million (1985—$29.7 million) and is included in Other 
Liabilities and Deferred Credits. 


Note 10: System Interest Expense 


Year ended December 31 
1986 1985 1984 
(in thousands of dollars) 


Interest 
Total interest on long-term debt................. 380,977 333,574 281,097 
Amortization of foreign exchange on 
long-=tenmideb tase noe earns 65,427 


Interest on short-term borrowings.............. 6,889 5,381 15,907 
Interesthincome see ee (5,567) (2,713) (13,320) 


382,299 336,242 349,111 


* Pursuant to the hedging of foreign currency long-term debt (Note 1(h)), the 
reduction of the deferred foreign exchange loss, which in 1986 amounted to 
$30.9 million (1985—$12.8 million), has been shown as a reduction of CN 
Rail revenues. 


Note 11: Income Taxes 


(a) The Company has timing differences of approximately $500 mil- 
lion which are available to reduce taxable income of future years. 
Of that amount, about $268 million is due to the excess of the 
undepreciated capital cost for income tax purposes over the net 
book value of depreciable assets. 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


(b) Investment tax credits are also available to reduce future income Note 12: Segmented Information 
taxes otherwise payable until the related year of expiry: ‘ 
(a) Geographic Areas 


ne: ses Virtually all of the System’s operations and assets are within 
(in millions Canada with the exception of Grand Trunk Corporation which 


Year of Expiry _of dollars) _ operates in the United States. 
| ho AR rere eee ee trcrneen monet rere rier eer nscccerr ter mera aE 32.0 
VOSS ree eres eet ed orreancecer ten tens Ean aetna 4.2 (b) International Traffic 
OT ec aetanes  serecre ssn: pyearnk Marr RNP Ravin Rai SSAC NG 2547 ane 
ah Ee eatin PR AA ty CLE LEAS PSG LNT ORCL CCRC 33.6 In addition to the revenue generated by Grand Trunk Corpora- 
Ue pene eee ren corinne meee eatcat Seue ae 29.7 tion, the System derives revenue from traffic originating or ter- 
1093 i oer eee ee Mearns eerie cm pete penne be Mie minating on railroads in the United States. In 1986, such revenues 
The Company is eligible for a refund of 20% of the current year’s Areas $587 million (1985—$628 million, 1984—$662 
investment tax credits in respect of qualified expenditures and has age 
recognized the resulting benefit as a reduction of such expendi- (c) Revenues by Division 
tures. 


(c) The Company’s provision for income taxes is made up as follows: 


Year ended December 31 December 31 
1986 1985 1984 1986 1985 1984 
(in thousands of dollars) (in thousands of dollars) 
re ; CNiRatlerte ns eee re een. 3,652,655 3,753,190 3,787,251 
hie : ine Pane Se Bsa ce aaa recess reer S31 5399 ee OD ISL 03> 
; fat i roup: 
ia eee, pearl e CN Communications 0.0.0... 303,384 303,930 287,786 
19842 48 0%) Asie xt uate ys (42,967) 57,752 116,325 CN Hotels «on... sesessreesctesetesteenstnnes 146,911 129,846 102,186 
Increase (decrease) in taxes resulting a Sei ee aR ae srs ee 
ait Cre he ees IBESEYS GEE UOTE ROOT T tha wil GN Real Bsiaiecs aad Seen : ‘ L 

Non-allowable scientific research Othe nth Peon ec eee, 20,989 11,224 135355 
expenditures, net of proceeds from TerraTransport See scersvseneceennnsnevasennsnee 25,002 2,919 33,365 
sale of related tax credits.........0...... 5,469 Discontinued operations: 

Non-taxable portion of capital gain GNi Route eee eee 123,643 144,681 163,427 
on disposals of discontinued oper- Dockyardis:mig rari tnetet recossane 8,786 10,906 13,702 
AUIONS 8 AD eens Serene ire, eeeeen. a) (21,631) 4,881,795 5,017,790 4,987,524 

Non-allowable foreign exchange loss a im eS ae 
on conditional sale agreements ...... R35) 437 

Refundable investment tax credits .... (4,224) (d) Identifiable Assets by Division 

Profitionsaleoflandi a (2,528) (2,874) (4,076) 

Unappliedilossestee.s 5 62,256 

Others eee nc eee: 33330 2,508 3,629 Decemberst 

Actual provision for income taxes 1986 1985 1984 
resulting in an effective tax rate of a 
nil (1985—49.0%, 1984—48.3%)...... SP825 oY TT P3 (in thousands of dollars) 
CN: Rail iiec heer oe eer ccna nce 6,301,242 6,496,422 5,887,685 
Grand Trunk Corporation................0.5 630,428 633,296 605,774 
Enterprises group 
GNiGommunicationsseseewee <7 506,242 498,873 502,858 
ON Hotel Sere eee teat verse ssee 2 196,443 179,954 163,682 
GNGE XplOrathontet se: cccns-ccecesnerser nace 68,583 73,401 42,522 
GNiReallEstatewres, ae 79,253 81,982 69,140 
Othereeg ert een see creer: 8,119 4,898 5,417 
STerra Transporter teseecerccsercvs ss esscccctenee 52,304 56,906 60,326 
Discontinued operations 
GN Route Hecate saci emcee 76,493 92,513 
Dockyard) ccta a Steet eae 36,556 36,694 


7,842,614 8,138,781 7,466,611 


————_———————eorwaea——— 
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CANADIAN NATIONAL RAILWAY SYSTEM—Concluded 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Concluded 


(e) Capital Expenditures and Depreciation by Division 


1986 
GIN) Rat paeyn es cee rene tee ce mnt Cer rate IsrenemO iy foe fel 356,746 
GrandslirunksCorporation-e ss nee ee eee ee ah 21,990 
Enterprises group 
GN Communications. mews ter cr eee ect en eRe ag 58,152 
INGE Otel S teeererr es merce rerer tere re sents oe Tee Ee 22,734 
CNGEXploratione meas ee tee coe tenn sete re ae 10,859 
GN'Real'Estate™ o>. 5. 6). 04 itis SY eee ee ee 13,720 
Other Gy. nates Le cet. ce poe rN Way pe egte: te bate 
shesraiiransportee kee. went bate oh 8 Re ee ee 3 
Discontinued operations 
GNIROUICR ete ® Satie Sed tt tert. Steed ee eke eee 
Dockyard carerees tox sp era cena ot ..cs ore duet teste soe: (134) 
484,072 


Capital Expenditures* 


1985 


594,303 
20,903 


1,104 
744,475 


Year ended December 31 


1984 1986 
(in thousands of dollars) 
597,270 212,305 

18,231 18,773 

54,061 47,492 
14,728 6,728 
16,987 13,093 
231 815 

4 3 

2,912 5,964 
8,223 5,174 
502 1,004 
713,149 311,351 


Depreciation 
1985 


196,297 
13,593 


46,192 
6,219 
6,994 
1,026 

4 


5,443 


5,490 
1,061 


282,319 
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1984 


184,416 
12,772 


42,323 
5,725 
2,992 

709 
5 
53250, 


5,741 
1,030 


260,950 


oS 
—— o3——————— SS _a_a_—eI_—aaoOoe 


*Represents additions to property, plant and equipment. 


Note 13: Other Matters 


(a) The Company carries on ordinary business transactions with vari- 

ous entities controlled by the Government of Canada on the same 
terms and conditions as current transactions with unrelated par- 
ties. 
In addition, the Company provides, under contractual arrange- 
ments, rail transportation and maintenance services to the Gov- 
ernment of Canada and to entities controlled by the latter. The 
revenue derived from such services rendered in 1986 aggregated 
$203.0 million (1985—$320.0 million, 1984—$351.8 million). 


(b) Following enactment of the Western Grain Transportation Act, 
which became effective on January 1, 1984, the Government of 
Canada, in order to minimize the cost to grain shippers, pays a 
portion of the cost of shipping grain. Amounts received from the 
Government of Canada under the Western Grain Transportation 
Act amounted to $378.0 million in 1986 (1985—$278.9 million, 
1984—$331.9 million), a reflection of the volume of grain han- 
dled. 


(c) Commencing in 1977, the Government of Canada has agreed to 
pay to the Company, by way of capital grants not exceeding 
$557.9 million, certain amounts with respect to expenditures 
incurred in carrying out rehabilitation programs for branch lines 
in Western Canada. Total payments received up to December 31, 
1986, amounted to $431.4 million of which $34.5 million was 
received in 1986 (1985—$43.7 million). 


(d) As part of a program commenced in 1981 for the testing and 
evaluation of railway operations in Newfoundland, the Govern- 
ment of Canada reimbursed CN for certain costs. Total billings 
under this program amounted to $5.3 million in 1986 (1985— 
$7.6 million). 


Note 14: Reclassification of Comparative Figures 


During 1986, changes were made to improve the classification of 
certain items and for comparative purposes the 1985 and 1984 figures 
have been reclassified. 
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SUMMARY PAGE 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LTD. 


MANDATE 


To collect monies due to it from the sale of eight steamships to Cuban interests. 


BACKGROUND 


The corporation, which provided a steamship service to the West Indies, has been inactive since 1958 when its fleet of 
ships was sold to Banco Cubana of Havana. In 1959, the corporate management was transferred to federal 
government officials for the purpose of collecting the proceeds from the sale. An irrevocable letter of credit issued 
through the Bank of America to cover the final principal payment was not honoured because of the imposition of the 
Cuban Assets Control Regulations by the U.S. government on July 3, 1963. The sole purpose of maintaining the 
company has been to collect the outstanding principal plus interest, totalling $1.1 million as of December 31, 1986. 
Authority to dissolve the corporation was given in the Crown Corporations Dissolution Authorization Act, which 
received Royal Assent on October 29, 1985. The corporation will not be dissolved until the Bank of America provides 
assurances that payment would be made to Her Majesty in right of Canada. 


CORPORATION DATA 


HEAD OFFICE Tower C 
Place de Ville 
Ottawa, Ontario 
K1A ONS 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1927; created by CNR in 1927 under the Dominion Companies Act 
INCORPORATION and continued under the Canada Business Corporations Act, 
November 21, 1978. 
CHIEF EXECUTIVE N. Van Duyvendyk 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 
At the end of the year 
MORAL A SCOtS a Ses 0 aE hang en ee ee wR ces Ce Lal ja 1.0 0.9 
Obligaions to the private sector 2.0 ee nil nil nil nil 
Obligations: to Canada -..20 to. meee ee ae 0.3 0.3 0.3 0.3 
BouityorCandda safe). ane. cca eee oye 0.8 0.7 0.6 0.6 
Cash from Canada in the year 
pore NBL CLAEY Serie a eecteeaeaotaae cota Ce cetacean ae ek ee ee nil nil nil nil 


=i ON DRG RELATY ea ar acres ee ee ok oye sae 2 nil nil nil nil 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD. 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canadian National (West 
Indies) Steamships Ltd. as at December 31, 1986 and the statement of 
income and retained earnings for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the corporation as at December 31, 1986 and the results of 
its operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the corporation that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Canada Busi- 
ness Corporations Act and the by-laws of the corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
March 9, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
(COAG aie eee ee one Ae 1,465 1,452 Matured bonds—Unclaimed (Note 3)........0...cccccceeeee 14,025 14,025 
Deposit with Receiver General for Canada .................... 95,000 95,000 DnestoiCanadad(INote:4) miner ore ce eee 324,024 324,024 
Blockedsfunds (Note?) menmmmererete ee meri tet ee 1,074,430 976,889 338,049 338,049 
EQUITY OF CANADA 


Capital stock 
Authorized and issued 


10 Class A shares without nominal or par value.... 976 976 

Retainedicarnin SS wenn ee nerere teat er nineteen ae 831,870 734,316 

832,846 735,292 

1,170,895 1,073,341 1,170,895 1,073,341 


Approved by the Board of Directors: 


NICK VAN DUYVENDYK 
Chairman 


LARRY MARKS 
Director 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD.—Concluded 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Interest INCOMC scene eee ee 97,584 98,351 
Eilingpfeeyandibankichargesinw, gee ee eee = ee ee 30 40 
INetuncomeiforithe: yea pee eee re eee errr ae eee 97,554 98,311 
Retained earnings at beginning of the year ...........cccccceees 734,316 636,005 
Retained earnings at end of the year.........cccceccccceceeeeeeeeeees 831,870 734,316 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and activities 


The Corporation is continued under the Canada Business Cor- 
porations Act and is a parent Crown corporation named in 
Schedule C Part I to the Financial Administration Act. It ceased 
all active operations in 1957, at which time it sold its fleet of eight 
vessels to Cuban interests. 

On October 29, 1985, Parliament passed the Crown Corpora- 
tions Dissolution Authorization Act which authorized the Minis- 
ter of Finance to dissolve the Corporation. 

An assignment has been prepared in which the Corporation 
transfers to Her Majesty in Right of Canada all its rights and 
interests in, to or arising out of the letter of credit referred to in 
Note 2 below. However, this document has not yet been executed 
since the consent from BankAmerica International to this assign- 
ment and their acknowledgement that payment under the letter of 
credit will be made to Her Majesty in Right of Canada, have not 
yet been received. 

Accordingly, the Corporation remains to be dissolved and as 
such the blocked funds are still recorded as an asset of the Corpo- 
ration. 

The dissolution process will be completed when the consent and 
acknowledgement are received from BankAmerica International. 


2. Blocked funds 


The final installment of $470,400 on the sale of the eight vessels 
to Cuban interests was due to be paid August 19, 1963 by an 
irrevocable letter of credit issued through BankAmerica Interna- 
tional (then known as Bank of America). However, on July 3, 
1963, the United States Cuban Assets Control Regulations 
became effective and prohibited the Bank from honouring pay- 
ment of the draft. Amendments to the Regulations, effective 
March 2, 1979 required blocked funds to be held in an interest- 
bearing account. At December 31, 1986, accrued interest 
amounted to $604,030 (1985—$506,489). 

Negotiations to obtain a preferred status in order to receive the 
blocked funds have not been successful. In the opinion of manage- 
ment, based on legal counsel, these funds will be collected when 
the Regulations are repealed by the United States. A waiver of 
the application of the statute of limitations has been obtained 
until January 1, 1989, and further extensions will be obtained as 
required. 

Since 1984, the BankAmerica International has withheld 15% 
of interest earned on the funds blocked at the Bank by the Cuban 
Asset Regulations as a tax on non-resident earnings. To date 
$46,518 has been withheld including interest of $8,069. In man- 
agement’s opinion, the tax exempt status of the Corporation is 
preserved in the United States by the Tax Convention of 1984. 
Therefore, amounts withheld and the interest forgone thereupon 
have been included in income and assets and accordingly no liabil- 
ity recorded. 


. Matured bonds—Unclaimed 


The matured bonds have been unclaimed since March 1, 1955 
and as a result of the statute of limitations there is no legal obliga- 
tion to redeem them. However, the Corporation intends to honour 
any of the outstanding bonds should they be presented. 


. Due to Canada 


The advances from Canada bear no interest and are repayable 
when the blocked funds are received. 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED 


MANDATE 


To secure optimum benefits to Canada from commercially utilizable technology accruing to the Crown from 
expenditure of federal funds. 


BACKGROUND 
The corporation makes available to the public the industrial and intellectual property resulting from government- 


funded research and development. It makes licensing arrangements with industry and monies received thereby are 
used to cover most of its operating expenses. Awards are paid to inventors under the Public Service Inventors Act. 


CORPORATION DATA 


HEAD OFFICE 275 Slater Street 
Ottawa, Ontario 
K1A OR3 

STATUS — Schedule C, Part I 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS OF 


— an agent of Her Majesty 
The Honourable Robert R. de Cotret, P.C., M.P. 
Regional Industrial Expansion and Science and Technology 


1947; by letters patent under the Companies Act; continued under 


INCORPORATION the Canada Business Corporation Act in 1979. 
SHIEF EXECUTIVE W. Dallas Gordon 

OFFICER (ACTING) 

CHAIRMAN Jacques A. Léger 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


MEAT TASSELS Ah MOUS chr. scp ame cee nas PA ac AMMAN suse 0.8 12} ie 47 

molinacions tothe Private: SeCtOl 7. eee ake nil nil nil nil 

SOD SAtIONS TO Canada 6, Scicnasacs sass Seen eee eRe eestor sseniweecy nil nil nil nil 

Bauityiol, Canad ajada ted a saihcyaczsnaseae MMMM aos oe woss oe oaveosanse negl. 0.4 0.7 Oe) 
Cash from Canada in the period 

Be DUCRELATY eee rr Ae ee cane pe eee 0.5 0.4 0.4 0.4 


ReeONSOUOCCLALY neers tgs te er ener eee ince dk nil nil nil nil 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED 


AUDITOR’S REPORT 


TO THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of Canadian Patents and 
Development Limited as at March 31, 1987 and the statements of 
operations and surplus (deficit) and changes in cash resources for the 
year then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act and by-laws of the Corporation. 


D. L. Meyers, C.A. 
Deputy Auditor General 
for the Auditor General 
Ottawa, Canada 
June 5, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 
$ $ 
Current 
Cashiseae tae Ales ARES CARE Mc RUTAR RECA Ome 322,832 121,844 
Term deposits c.0 ccs nce tee eee eee ee 200,000 
AccountsirecelVaDiourt.y marie preeenee aeern eine $12,102 $23,933 
AGCKUE Interests ap tee moore at tenes ea rete tae Re2tD 3,530 
Prepaidiexpensesiae. sp areeon en terete eee 13,623 10,924 


849,769 860,231 
Investment in Canada bonds (market value: 


19 S86——$24:1e 250) aera coroner eter eee ee amen 247,500 
Industrial and intellectual property rights (Notes 2, 3 

1d) ceeeanraseem ots h Ret se ere eer ee, Scoot enorme 1 1 
Experimental equipment on loan to a licensee (Note 2 

ANG eee een ee Nee ee eR, 1 1 


849,771 1,107,733 


LIABILITIES 1987 
$ 
Current 
Accounts payable and accrued liabilities 0.00.00... 529,183 
Royaltiessreceived in advance... eee ee 124,226 
653,409 
Provision for employee termination benefits .................. 211,954 
865,363 


EQUITY (DEFICIENCY) OF CANADA 


Capital stock 
Authorized—10,000 shares of no par value 


Issued—S,000 shares fully paid... ccc 296,199 
Surplus: (deficit). coccrtr eee rite al nero (311,791) 
(15,592) 

849,771 


1986 
$ 


405,329 
102,675 


508,004 
193,774 


701,778 


296,199 
109,756 


405,955 


1,107,733 


Approved by the Board: 


J. A. LEGER 
Director 


W.F. GRAYDON 
Director 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Continued 


STATEMENT OF OPERATIONS AND SURPLUS (DEFICIT) 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Revenue 

Royal tiesi wert ene os teh coca eet tn 1,640,384 1,567,442 

Interestioninvestmentseeeeesare ee en 36,103 66,220 

Service charges under agency agreements.................. 53,976 32,823 

Interest on overdue accounts. ..........6..ccccecceceeeeccesceccceee 3,564 27,010 

Miscellaneous txcterma etna Ore h. fmt eek net oie 7,642 5,466 

1,741,669 1,698,961 
Expenses 
Salaries and employee benefits .........0.....ccccccccececececeeee. 122167) ale 205.956 
Industrial and intellectual property agents’ fees and 
related expenses, for obtaining and maintaining 
proprietary protection (Note 5) .......ccccececececeee, 576,030 479,417 
Accommodation, equipment and other rentals........... 210,995 206,809 
Amounts paid or owed to third parties in respect of 
Oval by LEVEN cpa enone a: een ae en ee 198,809 111,103 

PAW A TOStO INVENT ONS mentees ener ee 107,169 104,606 

Provision for doubtful accounts ..........c.ccccccccccccsceceseee. 89,301 PE II|| 

Office supplies, printing, furnishings and equipment 63,284 58,527 

Professional and special services .................ccccccccceeeceees 57,865 SI AUS 

Communications.sereeter tee ee 41,134 36,016 

Bevalitcesemnmscrmn tec metrrs arti ee |. ee 38,403 59,517 

Wiravelrandme mova leaner ese cen 34,654 34,291 

Miscellaneous terete tee. eaten cada Aaa 1,815 1,488 

2,641,216 2,337,776 
Sostiofioperations — sere aie en ee re 899,547 638,815 
Parliamentary appropriation......0..0....0c.cccccccscssceseeseevesveees 478,000 350,000 
Excess of cost of operations over parliamentary appro- 

PHALIONLOLsthe,y cal eee meene ae enn mere (421,547) (288,815) 
Surplus at beginning of the year oo... cccccccccccseecescesseeses 109,756 398,571 
Surplus (deficit) at end of the yeareo...cccccccccccccceceeceesees (311,791) 109,756 
Na EE Ee a 


STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1987 


—————— ee 
eee 


1987 1986 
$ $ 
Cash used in operating activities 
Sostrofope4ra tions eens tee ttre enter ae eee, 899,547 638,815 
Items not requiring cash 
Provision for employee termination benefits ......... (18,180) (20,147) 
Loss on disposal of Canada bonds ...............cccc000.-. (3,750) 
877,617 618,668 
Cash used in (provided by) non-cash working capital 
components 
ENGCOUNTS RECeIy a D1 Cae a aetna ent een (11,831) 175,469 
RO chergcunnenteasSc (sree on ee 381 (4,147) 
Accounts payable and accrued liabilities ................... (123,854) (3,864) 
Royalties receivediin advance «...<..0...cer0-.000s.e0ee0sscses- (21,551) (49,113) 
| (156,855) 118,345 
‘Payment of employee termination benefits..................... Desi 
‘Cash used in operating activities .0.....0.c..ccccccccccscccesesees 720,762 739,388 
Cash provided by financing activities 
Parliamentary appropriation ..........0..c.cccccccccsseeeseseveees 478,000 350,000 
‘Cash provided by investing activities 
Proceeds from sale of Canada bonds ..............cccccc00--. 243,750 
Increase (decrease) during the VCATainen ec ee 988 (389,388) 
Cash and term deposits at beginning of year ................ 321,844 HAN232 


Cash and term deposits at end of year oo......ceccccssscsessseees 322,832 321,844 
aa a 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and operations 


Canadian Patents and Development Limited is a Crown corpo- 
ration named in Part I of Schedule C to the Financial Adminis- 
tration Act and is incorporated under the Canada Business Cor- 
porations Act. The Corporation was established to make available 
to the public, through licensing arrangements with industry, the 
industrial and intellectual property which results from publicly- 
funded research and development. 

The Corporation receives and processes industrial and intellec- 
tual property under arrangements with federal government 
departments, Crown corporations and agencies, universities, and 
other publicly-financed institutions. Suitable protection is sought 
in Canada and other countries for such property in instances 
where there is a promise of commercial use. In respect of money 
received from the exploitation of such property, the Corporation 
pays awards to public servants under the Public Servants Inven- 
tions Act and makes payments to other originators of such prop- 
erty in accordance with the agreements entered into with them. 


. Significant accounting policies 


Industrial and intellectual property rights 


Industrial and intellectual property rights are recorded at a 
nominal value of $1. The net cost of acquisition, protection and 
maintenance of industrial and intellectual property rights is 
charged to operations as incurred (Notes 3 and 5). 


Experimental equipment on loan to a licensee 


Experimental equipment on loan to a licensee is recorded at a 
nominal value of $1. The cost of this equipment is charged to 
operations in the year of acquisition. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded as the benefits 
accrue to the employees. 


Pension plan 


Employees of the Corporation are covered by the Public Service 
Superannuation Plan administered by the Government of Canada. 
The Corporation’s contributions to the cost of the Plan under 
present legislation are limited to an amount equal to the 
employees’ contributions on account of current service. These con- 
tributions represent the total pension obligations of the Corpora- 
tion and are recognized in the accounts on a current basis. The 
Corporation is not required under present legislation to make con- 
tributions with respect to actuarial deficiencies of the Public Ser- 
vice Superannuation Account or with respect to charges to the 
Consolidated Revenue Fund for indexation payments under the 
Supplementary Retirement Benefits Act. 


. Industrial and intellectual property rights 


The accumulated cost of current inventory of unexpired patent 
and other rights in respect of industrial and intellectual property 
amounts to $3,399,799 (1986—$2,884,259). 


. Experimental equipment on loan to a licensee 


The accumulated cost of experimental equipment purchased 
under active development contracts and held by a licensee 
amounts to $123,500 (1986—$123,500). 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


5. Industrial and intellectual property agents’ fees and related 
expenses, for obtaining and maintaining proprietary protection 


1987 1986 
$ $ 
Reesiandsnelategiex Del SCS: ateae ar ene ee aeneeeee 793,838 661,420 
LeSSSTECOVETICS ete, Metre ner er en ree 217,808 182,003 


576,030 479,417 


6. Lease commitments 


Under a lease agreement dated September 30, 1983 the Corpo- 
ration pays an annual rent of $169,425 for accommodation. The 
period covered by this agreement is November 1, 1983 to October 
31, 1988. 
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CANADIAN SALTFISH CORPORATION 


MANDATE 


To regulate interprovincial and export trade in saltfish from participating provinces (Quebec - Lower North Shore, 
and Newfoundland) to improve earnings of primary producers of cured cod fish. 


BACKGROUND 


By its enabling legislation, the corporation must buy all saltfish offered to it which is of reasonable quality, and must 
conduct its operations on a self-sustaining basis without appropriations. 


‘CORPORATION DATA 
HEAD OFFICE Saltfish Building 
| Torbay Road 
P.O. Box 6088 
St. John’s, Newfoundland 
AIC 5X8 
STATUS — Schedule C, Part I 
| — an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas E. Siddon, P.C., M.P. 
‘DEPARTMENT Fisheries and Oceans 
/YEAR AND MEANS OF 1970; by the Saltfish Act (R.S.C. 1970, 1st supplement, C.37). 
INCORPORATION 
ICHIEF EXECUTIVE W.R. Moyse 
OFFICER 
CHAIRMAN James G. Barnes 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


ITE TNS ag ea a fe Mee 24.4 16.6 14.5 18.3 

mpieations to the private. sector <n. ene oe cscs nil nil nil nil 

Besncalions t6 Canadas ee i.e eat pomiee Mater es Se cee 24.0 17.4 123 14.1 

MeeeeNGOl (CAN AGG he eee cele cA cause ee ecard (4.2) (5.4) (3.3) 0.4 
‘Cash from Canada in the period 

BIOS CLAT Viger cen sheer ne hatecuisiais hace eee mere ana becca enya eee nil nil nil nil 


Remon DUCRetar ve Net a a .Maaes ao wire ee eteere taka ans 6.6 Srl (1.8) Sey 
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CANADIAN SALTFISH CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Canadian Saltfish Corpo- 
ration as at March 31, 1987 and the statements of operations, deficit 
and changes in financial position for the year then ended. My exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Saltfish 
Act and the by-laws of the Corporation, except for the activities 
involving frozen fish products described in Note 1 to the financial 
statements. In my opinion, these activities are not within the powers of 
the Corporation under the Saltfish Act. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 29, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


TTT, <<< 


PUBLIC ACCOUNTS, 1986-87 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
Cash Siearsar ee eats 2 ccnp ea tt ot ohn aan $42,565 630,486 Working capital loans from Canada (Note 7) .... 23,500,000 16,750,000 
ACCOUNTS MECEIVA DIC meee at ene een 8,202,256 8,043,817 Accounts payable and accrued liabilities ............. 4,275,725 4,364,408 
Inventoriési(Note:3) ee ee ee 12,898,236 5,684,365 Current portion of capital asset loans from 
Advances to frozen fish producers (Note 4)........ 451,575 118,304 Canada St aac eee eee mee be) UN 150,000 150,000 
22,094,632 14,476,972 27,925,725 21,264,408 
Long-term (Note 5) Long-term 
ong-termirccelva ble semana meee nent erate 972,600 1,080,973 Capital asset loans from Canada, net of current 
Fixed (Note 6) portion: (Notes/) temas ee eee 350,000 500,000 
Land, buildings and equipment .........0.0.00.0.00000..... 3,382,286 2,929,824 Accrued employee termination benefits............... 307,081 257,024 
Less; accumulated depreciation ..............cccccccceeee 2,084,361 1,893,218 657,081 757,024 
1,297,925 1,036,606 
DEFICIT OF CANADA 
Deficits cen eee or te ie et cat on, ee eee (4,217,649) (5,426,881) 
24,365,157 16,594,551 24,365,157 16,594,551 


Approved by the Board: 


J. BARNES 
Director 


W.R. MOYSE 


Director 
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CANADIAN SALTFISH CORPORATION—Continued, 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 3], 1987 


1987 1986 
$ $ 
Saltfish products 

Balesu ei oh run eae reece sofas ee checks ae a 39,338,151 28,944,764 
Mex curere ne ana insurances. -aiuscs cesta aca, 1,897,554 2,043,916 
37,440,597 26,900,848 

Cost of goods sold 
PrOGUCtIONICOStS eteca rescence aN etsy seensocces 30,057,154 23,649,233 
Transportation, storage and packaging............ 1,744,357 1,473,439 
Other Ouyine COstS cc ce ee ee esas: 1,067,821 910,895 
32,869,332 26,033,567 
Gross profit on saltfish products ...........0..ccccee 4,571,265 867,281 


Frozen fish (Note 1) 


SERS Rg. Se aS eo SE EERE EE REE 36,411,944 18,639,624 
MOST Oli PO0dS,SO] Oise. sie. Secs erste onus aevesictraes 36,411,944 18,639,624 
Gross profit on frozen fish\..i1..-... cect ec eeere rene 
mrOssiprolitibelore EXPenScSaee wer eee ecmrrerer ns 4,571,265 867,281 
Expenses 
Materest —Lonp=tecm exec sete. cae eve se crectes ss so raeoues 63,500 84,878 
—Current (Net of recoveries of 
$663,031; 1986—$663,336) (Note 1)... 1,083,285 732,656 
BEE EVIMLCTESE CX DOMSE nesses eae clase we sceae eave asegcesozecnes cates 1,146,785 817,534 
Loss (gain) on foreign exchange .............0.cceee 201,430 (207,750) 
Selling (Net of recoveries of $1,083,234; 1986— 
S646556: 7) (NOte)) Renee era renetets cose ech ennseeeee 658,609 714,351 
Administrative (Net of recoveries of $152,627; 
1986=—-$97 082)" (Notes) peeew: 2 rn reece cence 735,209 656,955 
2,742,033 1,981,090 
Net profit (loss) on operations «0.0.0.0... 1,829,232 (1,113,809) 
Additional contributions to primary producers of 
RtregiCOd fis herneiem etree tere tree ete eaters snes 620,000 
Unusual item 
BadidebtcallowanCen ete eee sd eek top ee 1,000,000 
met profit (loss) for the yeantiss.c<. 2-0-5 cee 1,209,232 (2,113,809) 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1987 
1987 1986 
$ $ 
Balance at beginning of the year oo... (5,426,881) (3,313,072) 
eeEMOSS {Ol the VAT weet et tp cscses rr e 1,209,232 (2,113,809) 
MrAnCer attend Oline Year yscgtes scm cetreeeesesecesese (4,217,649) (5,426,881) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Funds were provided by (used for) 
Financing activities 
Increase in working capital loans from 
Cariadal Sst. om.. ee tern et: waka trainer: 6,750,000 5,250,000 
Repayment of capital asset loans from 
Canada pee ne Reena (150,000) (185,000) 
6,600,000 5,065,000 
Operating activities 
Net profit (loss) for the year oo... 1,209,232 (2,113,809) 


Adjustments for non-cash items 


Depreciationwrmmecsterenc. omie eesteees: 196,954 147,812 
(Gain) loss on sale of fixed assets ................. (3,234) 4,264 
Employee termination benefits .........0....0..... 50,057 25,078 
1,453,009 (1,936,655) 
(Increase) in trade balances 00.0.0... (472,020) (132,728) 
(Increase ininventonicSer ce er, (7,213,871) (2,276,316) 


(6,232,882) (4,345,699) 


Investing activities 


Purchase ofsfixediassetsin..c..cne-- eee: (455,039) (78,492) 
Netifunds providedi(used) ea ee ee (87,921) 640,809 
Cash (bank overdraft) at beginning of the year ..... 630,486 (10,323) 
Gashtateend Olthe Vea la werent rer 542,565 630,486 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority, objectives and operations of the Corporation 


The Canadian Saltfish Corporation was established by the Salt- 
fish Act in 1970, to improve the earnings of the primary producers 
of cured codfish. The Corporation is a Crown corporation of 
Canada without share capital, named in Schedule C, Part I to the 
Financial Administration Act, is an agent of Her Majesty, and is 
required to conduct its operations in a self-sustaining financial 
basis. The Corporation is dependent on the Government of 
Canada for working capital and capital asset loans and is not sub- 
ject to income taxes. 

The Corporation has the exclusive right to trade in and market 
cured fish and its by-products in the Province of Newfoundland 
and the Lower North Shore of Quebec and is required to buy all 
cured codfish of an acceptable standard of quality offered for sale 
therein. Fish is purchased from fishermen, processed through 
agents of the Corporation and is subsequently marketed by the 
Corporation, primarily to foreign countries. 


Traded fish and frozen fish products 


The Corporation is involved in the role of marketing frozen fish 
products (traded fish) on behalf of independent producing compa- 
nies for a commission. These transactions are recorded as sales 
and cost of goods sold in the statement of operations. 

The Corporation also markets frozen fish products under con- 
tractual arrangements with a number of companies. Under these 
agreements, the Corporation may make advances based on the 
projected market value to the producer. The balance of the mar- 
ket value received by the producing company is determined by the 
ultimate selling price and all related expenses. For providing this 
service the Corporation recovers its direct costs, certain overhead 
expenses and charges interest on advances. 
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CANADIAN SALTFISH CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


In certain instances, in order to secure the Corporation’s posi- 
tion against any possible third party claims against the producer, 
the Corporation takes title to the product when it leaves the plant. 
These sales and related cost of goods sold are recorded as offset- 
ting amounts in the statement of operations. The agreement with 
the producing company attributes any gain or loss on the ultimate 
sale of the product to the producer. 

The total frozen fish sales that the Corporation was involved in 
marketing are as follows: 


1987 1986 
$ $ 
Traded frozenifish| proguctSie....2 eee: 1,870,859 1,879,214 
Brozenitishiprod ucts aeumr ne ete eer 34,541,085 16,760,410 


36,411,944 18,639,624 


In addition, the Corporation was involved in the marketing of 
$9,730 (1986—$1,318,805) of frozen fish products where title did 
not pass. These sales and related cost of goods sold were not 
recorded in the statement of operations. 


2. Significant accounting policies 


Depreciation 


Depreciation is calculated on the straight-line method and is 
based on the estimated useful lives of the assets as follows: 


Buildings 20 years 
Equipment 3 to 10 years 
Furniture and fixtures 5 years 


Foreign currency translation 


Monetary assets and liabilities are translated at exchange rates 
in effect at the balance sheet date. Revenues and expenses are 
translated at the rate of exchange prevailing on the transaction 
date. The resulting foreign currency translation gains and losses 
are included in the results of operations. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the plan are required from both the employee and the Corpora- 
tion. Contributions with respect to current services are expensed 
in the current period. 


Employee termination benefits 


Employees are entitled to specific benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 

Additional contributions to primary producers of cured codfish 

The Corporation purchases saltfish at initial prices established 
by the Board of Directors and obtains processing services at nego- 
tiated rates. Additional contributions, if any, to primary pro- 
ducers of cured codfish are determined by the Board based on the 
results of operations for the year. Contributions are charged to 
operations in the year in which they are approved for distribution. 


3. Inventories 


Inventories are made up of the following categories: 


1987 1986 
$ $ 
Saltfish, at lower of cost and net realizable 
EV LLM aa Altre A ot ny lee OR aie geen A See 1,723,546 3,407,328 
Packages and supplies, at COSt............0.0.00:00 468,235 390,516 
Saltaticost..2 eee ed, a nee ee 247,739 228,870 


2,439,520 4,026,714 
Frozen fish, at lower of cost and net realiz- 
ableivalie Asner ee Ose SOR NOS 10,458,716 1,657,651 


12,898,236 5,684,365 
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. Advances to frozen fish producers 
Advances are secured by mortgages on plant and equipment 
and floating charges on other assets. 
. Long-term receivable 
This receivable (net of a bad debt allowance of $1,000,000) has 
been outstanding since April 1984. During 1986 the Corporation 
secured a first mortgage on property owned by this account for 
the appraised value of the property, which was approximately 
$1,000,000. The Corporation has commenced legal proceedings to 
foreclose on this mortgage. Management is of the opinion that no 
further write-down is required at this time. 
. Fixed assets 
1987 1986 
Accu- 
mulated 
depre- Net book Net book 
Cost ciation value value 
$ $ $ $ 
and See cee arctan 117,274 117,274 117,274 
BuildingsPenscnet ec. cease 1,027,213 422,651 604,562 604,031 
E-Guipinien tence eres 1,981,864 1,494,132 487,732 227,913 
Furniture and fixtures ............ PSS AIGTESTES 88,357 87,388 
3,382,286 2,084,361 1,297,925 1,036,606 
. Loans from Canada 


Working capital loans are interest bearing (based upon current 
rates as set by the Bank of Canada) and are repayable within one 
year. 

Total loans outstanding from Canada and banks shall not 
exceed $50 million. 

Loans obtained to finance capital expenditures bear interest 
and are subject to repayment in ten equal annual instalments. 
Outstanding capital asset loans are as follows: 


Interest 
Due date rate 1987 1986 
% $ $ 

March 2731 9S9ece err ane 10% 20,000 30,000 
September 28, 1989. ....0..0...5...c0c00-- 10 240,000 320,000 
SeptembensOwl990hee ee 12% 240,000 300,000 

500,000 650,000 
Less: current portion ..............0.00.002.. 150,000 150,000 


350,000 500,000 


Repayment requirements over the next five fiscal years are 
$150,000 in 1988 and 1989; $140,000 in 1990 and $60,000 in 
1991. 


. Related party transactions 


The Corporation sold approximately $5.6 million of saltfish 
products to the Canadian International Development Agency. 
These transactions were in the normal course of business and at 
regular commercial rates. 


. Remuneration to foreign sales agents 


During the year $115,021 (1986—$166,652) was paid to five 
foreign sales agents with whom the Corporation has commission 
agents’ agreements. For reasons of commercial confidentiality the 
Corporation does not publish the names of its foreign sales agents. 


Comparative figures 


Certain comparative figures have been restated to conform to 
the current year’s presentation. 
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THE CANADIAN WHEAT BOARD 


MANDATE 


The Board’s mandate is to market wheat, oats and barley grown in western Canada in the best interests of western 
Canada’s grain producers. It administers the Prairie Grain Advance Payments Act. 


BACKGROUND 


The Board was established in 1935 by Act of Parliament and is now responsible for all exports of wheat, oats, and 
barley grown in a designated area which includes the prairie provinces and small parts of British Columbia. It is also 
responsible for sales of these grains for human consumption in Canada. The Board may sell domestic feed grains, but 
in general these sales are handled by producers themselves or by the private trade. The Board does not own or operate 
grain handling facilities. Co-operative and private companies handle Board grain as agents. The Board issues a 
government-guaranteed initial payment when the producer delivers grain. Receipts are pooled, and a final payment 
net of marketing costs is made after the full year’s returns, by grain and grade, have been calculated. Deficits are rare 
but, if they occur they are, by statute, a charge upon the Consolidated Revenue Fund of Canada. The Board 
negotiates directly with customers, or through Accredited Exporters. Most sales are cash, but the Board does offer 
credit at commercial rates for up to three years if the credit is guaranteed by the Federal Government. 


CORPORATION DATA 
HEAD OFFICE 423 Main Street 
P.O. Box 816 
Winnipeg, Manitoba 
R3C 2P5 
STATUS An agent of Her Majesty; exempted from the provisions of divisions I 
to IV of Part XII of the Financial Administration Act. 
APPROPRIATE MINISTER The Honourable Charles J. Mayer, P.C., M.P. 
Minister of State for Grains and Oilseeds. 
YEAR AND MEANS 1935; by The Canadian Wheat Board Act (R.S.C. 1970, C-12). 
OF INCORPORATION 
CHIEF EXECUTIVE W. Esmond Jarvis 
OFFICER 
AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§ million) The financial year ends July 31. 


| 1985-86 1984-85 1983-84 1982-83 
At the end of the period 


BEA ASSETS es eeceeer A Sy leh aac Ae ie en te ee E, 5,234 52210 5,030 4,297 

Molications co the private SeCtOr c.c.40. tee aes 5,060 4,694 4,259 3,816 

obligations to Canadas tan yiy. oat orsarees etc ot ones ane nil nil nil nil 

Pecity. Of: Canada oars crores cian fn nae nee nae nil nil nil nil 
‘Cash from Canada in the period 

EDUC GELALY for oe or eas coe eee PC od. Uh REE ee SR nes 58 P31 1 119 


BerllOn- DUC Setar y ie. eee en eres kere ute ete ad) eee nil nil nil nil 
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THE CANADIAN WHEAT BOARD 
AUDITORS’ REPORT 


TO THE CANADIAN WHEAT BOARD 


We have examined the balance sheet of The Canadian Wheat Board 
as at July 31, 1986, and the statements of operations for the 1985-86 
pool accounts for amber durum wheat, designated oats, barley and des- 
ignated barley for the period August 1, 1985 to completion of opera- 
tions on October 31, 1986, the statements of operations for the 1985- 
86 pool accounts for wheat and oats for the period August 1, 1985 to 
completion of operations on November 30, 1986, the statement of 
administrative and general expenses and allocations to operations for 
the year ended July 31, 1986, the statement of advance payments to 
producers under the Prairie Grain Advance Payments Act as at July 
31, 1986, and the statement of special account transactions for the 
year ended July 31, 1986. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the cir- 
cumstances. 


BALANCE SHEET AS AT JULY 31, 1986 
(with prior year figures for comparison) 


PUBLIC ACCOUNTS, 1986-87 


In our opinion, these financial statements present fairly the financial 
position of the Board as at July 31, 1986 and the results of operations 
for the periods shown, in accordance with generally accepted account- 
ing principles consistently applied. 


Deloitte, Haskins & Sells 
Chartered Accountants 
Winnipeg, Canada 
March 13, 1987 


pe a ea ae ae eee 
SS” — — sn — eee eee 


ASSETS 1986 1985 
$ $ 

Stocks of grain 
NANCE Wa a TT Oe to, 983,030,499 1,162,910,405 
Duruinhyee cet ae eer rer en 69,281,906 80,190,344 
Oats ena ere Ate nee cae ee ee 10,643,612 3,556,023 
Designated! Oatsmemacere sta see 216,145 109,682 
Ba rle yen rere) 7 Ants aren 159,086,431 98,237,385 
Designated!Barleynevy eect ee eee 13,809,239 10,117,349 


1,236,067,832 1,355,121,188 


(Note) DIET OTe at Pete 3,552,049,345 3,691,148,705 
Accounts receivable (Note 3) 

Amounts due on completed sales ............ 102,178,934 20,182,068 

SUN tyes facet oe ae eae ee ee 43,108,832 49,498,523 

Prairie Grain Advance Payments Act.... 16,101,510 5,438,408 


Due from the Government of Canada re 
deficit on Pool Account Operations 
1985-86 Pool Account 


Wiheaterncn arom ire Sen erie cre ees etn 22,994,777 
Oats ees SR ee ee Sh ees 6,919,810 
Barley. Acie t ii ae ee chee 171,370,689 
The Canadian Wheat Board Building, 
Winnipeg, at cost less depreciation ........ 1,941,914 2,052,051 
Covered hopper cars, at cost less deprecia- 
HOMTUNOtCA Pee nen eee 69,904,057 73,137,536 
Office furniture, equipment and automo- 
biles, at cost less depreciation .................. 1,084,679 1,048,458 
Deferred and prepaid expenses.................... 10,682,075 12,430,376 


5,234,404,454 5,210,057,313 


W.E. JARVIS 
Chief Commissioner 


R. L. KRISTJANSON 
Assistant Chief Commissioner 


F. M. HETLAND 


Commissioner 


W.H.SMITH 
Commissioner 


EXHIBIT I 
LIABILITIES 1986 1985 
$ $ 
Liability to Banks (Note 5) ........ccccccceeee 3,884,278,500 3,908,353,974 
Debentures payable (Note 6) .0.........ccc00 69,015,000 67,480,000 
Liability to agents for grain purchased 
from producers (Note 7) ........ccccccccceseeeeees 962,178,232 570,996,143 
Liability to agents for deferred cash tick- 
E{Si(INOLE:8)te eee eee eee 144,884,269 146,494,799 
Accrued expenses and accounts payable 
(INOtE:9) & Peee coe ee ener ene 114,614,257 118,394,334 


Outstanding adjustment and final pay- 
ment cheques to producers 


Wa th dose oe ea erei tris tarda ae ae 355,645 595,517 

DUrUMR fee ere een ee 55,415 37,847 

Oats ay Seer eee eee eee 2,186 5,639 

Designated(@atcee aunasmncee eer es oe 391 1,426 

Barley Pees, cater erates NE cath 73,752 26,462 

DesignatediBanleymeae et nee es 15,955 21,831 
Special Account—Net balance of undis- 

tributed payment accounts (Note 10)..... 4,174,428 5,171,556 
Provision for final payment expenses 

CINOCERIMD) rere cette rien nent 7,439,828 7,197,503 


Surpluses resulting from operations 
Pool Account 


Wi Ga tate te ote en ee ee 298,637,686 
DOCU eae ee Leena: 25,466,720 41,422,294 
Oatse. Leese ee eee ne 5 675,422 
DesignatediOatse 2 eens ees 635,944 813,196 
Barleyiye tk ear ath eng on Ae a 19,066,956 
DesignatedtBarley ina cee. 21,213,932 24,664,728 


5,234,404,454 5,210,057,313 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1985-86 POOL ACCOUNT—WHEAT 
FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON NOVEMBER 30, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) EXHIBIT II 


1985-86 1984-85 
Tonnes Amount Tonnes Amount 
$ $ 
Wheat acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 18,931,918 2,762,203,255 16,192,572  2,722,955,091 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and ter- 
minal elevators at Board initial prices basis in store Thunder Bay or Vancouver.................... 153,256 22,701,518 93,765 15,823,780 
Purchased from prior year Pool Account—Wheat .....:..scccscssc-scessseossescessecsssosssercensssescersecececsescssc,. 2,643,047 485,321,721 482,460 84,511,290 
21,728,221 3,270,226,494 16,768,797  2,823,290,161 
Wheat sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
Domestics tyre ey cts. fee at eeten Mm Gye eM, Ceo 8 ML ose he ss ucsbzeinvvenlecueses 1,356,661 1,171,699 
EX POrty ae sck eRe mn Be ha erick rer sists Ne OO MO Me a oy aciy lov csamsieiscctwieeeeeailh: 12,522,048 9,316,116 
Welz ita LOsseshimtransitanduintd Gy iti c oes ae eames = ene nnn 96,067 5,672 
13,974,776  2,436,669,118 10,493,487  2,119,100,423 
Wheat stocks—Being Wheat stocks on hand at July 31 stated at the ultimate value received 
from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
DDOMESUIC Neer ere ee ec crete ae No eb ti tele, 470,329 258,172 
EX DOL tretrcny See ee cee ee Tee eI TO FIR BE GRC bent chloe ope omit 5,421,659 3,374,091 
Saleitoxtheisubsequent PoolAccount—Wiheate aera 1,861,457 2,643,047 
7,753,445 983,030,499 6,275,310  1,162,910,405 
21,728,221 3,419,699,617 16,768,797 3,282,010,828 
Remmi soni leatitransactions yaa MN cl CUM eee i, oe ee UN MUR... sonderaceecdivace Niscscinscaalcaedad 149,473)1230n iN) aa Ul asQrz5 0667 
Operating costs 
Carrying charges 
Carrying charges on Wheat stored in country elevators .........ccccccccccsscssssssssssssseseseessvecesseseveeeseen 80,147,712 88,292,322 
Storage on Wheat stored in terminal elevators ........:.ccccccscccsccseecsecssesssssscosscossessecesecsscoseecseccecce.. 27,039,928 28,079,232 
107,187,640 116,371,554 
Interest, bank charges and net interest on other Board aCCOuUNtS ......c.cc.ccccecceccesceeseeseeseeeceesececeee. (2,674,500) 12,300,778 
BV COIUNTARC otra sere aaa eee ret ete RNR co Or Oh Rh ek Pegs Bi IR ski Vagos 6,530,228 (2,416,042) 
Additional freight —Wheat shipped from country stations to terminal POSItiONizes.25 eee 8,087,425 5,606,478 
——Freightirate chian estementi eens ewes yet Saver tre el ee niene. teslpnuy IDE r restate tint (126,518) (2,608,292) 
Handling and stop-off on Wheat warehoused at interior terminals ......0.......cccccccccssssccessecsseeeessen. 508,282 1,055,877 
BUGVingeCha [SCS arene. oo eet eee AARNE Re hee ht led We MENG Wei Mel amano nna 1 8 23,113,388 767,681 
Interest and depreciation on Wheat Board hopper Cars ....ccccccccccccsssccosssssesscssseesseveseesvesseeeveeescee. 10,681,214 10,170,355 
Wheat Board administrative and general expenses o............cccccccccsssseessseesscsssevssesessvsssevesveceseceeveee 19,160,741 18,834,592 
172,467,900 160,082,981 
(Deficit) Surplus on operations of the Board on the Pool Account—Wheat, for the period from 
August 1, 1985, to November 30, 1986 (1984-85 Septemberi3 031985) aes ee eee (22,994,777) 298,637,686 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1985-86 POOL ACCOUNT—AMBER DURUM WHEAT 


PUBLIC ACCOUNTS, 1986-87 


FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) 


eee 


Durum acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver............... 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder Bay or Vancouver ..............::::ssteserteteeee 
Purchased from prior year Pool Account—Duruim o.oo. oin iii eccesseeecescssseneceeenensteronsyeeesseenesteeessesrenses 


Durum sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
| Yo) re Cect d (hiseyee, caster cc, ay Ae Gn eer aie COON nce A os eer CER e Sr EROS Sere RCE Met arco 
EEX PO tse ek tec ae eee Ra dcr cee ac Ase cs eis secs ea sre AC Rete dence oars dee ce cess Ne 


Durum stocks—Being Durum stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
DOMES iC ee ie ee ae: aac ere Og eyo asec eSRe er naan ses pases t eeu ceRNg RNC SCS 
| B54 80) oS ern ec SES ORS Cao BOGS BERS RAEI ck 40535. GDSEI EON ECORI PET REN OSES ACE PEPECOCODE 


SurplusjonsAmber Durum) W heatitransaction spss sess crarscertttesestcneterere cpeereeeceaasstetanenacyosegrcetaners ess 


Operating costs 
Carrying charges 
Carrying charges on Durum Storediin/country elevators... 20 car eevecssecccecsecctscecsectecnenetesensqetecetene 
Storage oneDunumistored initerminalvcleva tors ire csecerscescccrcs acct ern tetas ks cence ges reretateecemeetatesesueranes 


Interestrandioank char gescce een ete eh asec aes ase lee ease at anwar eau cgaemeee ae ieet 
DYES Y EPO: 2. ceca at aseacbeccs AO en CAt Fe 6 rb er COR SHEE IC ey EESCEOS CORES COST a CLOG oC EIN ICCC 
Additional freight —Durum shipped from country stations to terminal position ........0....0..::eceee 

——Preight rate chanpesitcicsce os orate os Nee etree ete gwar a dace aaenna cucu race 
Handling and stop-off on Durum warehoused at interior terminals 0.0... ccc teetetnieeeeee 
Drying charges easccce ee verte ec teeter sa Se A Oe era nen foe ar cae naan 
Interestand depreciationon Wheat) Board hopper Carsircecc gece csc necse oeeecenncenctnes ape steceseace-nenneny 
WiheateBoard administrative and generaliexpenses cre ccccncsrcccs ert ears eee cce sere ses eseny cheer eae 


Surplus on operations of the Board on the Pool Account—Durum, for the period from August 1, 
1O8Spto October sil. 1986 (1984-85 September 30, 1985) cece ccscreecce tester esas een ee 


1985-86 
Tonnes Amount 
$ 

1,685,977 256,984,980 

7,299 990,521 

119,646 22,440,181 

1,812,922 280,415,682 
131,955 
1,158,296 
20,075 

1,310,326 250,864,551 
26,635 
286,396 
189,565 

502,596 69,281,906 

1,812,922 320,146,457 

39,730,775 

6,528,593 

2,763,732 

9,292,325 

(1,439,525) 

888,837 

201,681 

(1,024) 

916,763 

1,819,147 

951,213 

1,634,638 

14,264,055 

25,466,720 


EXHIBIT III 
1984-85 
Tonnes Amount 
$ 
1,786,421 319,040,593 
8,270 1,434,938 
1,794,691 320,475,531 
98,269 
1,276,828 
3,247 
1,378,344 297,296,259 
25,348 
271,353 
119,646 
416,347 80,190,345 
1,794,691 377,486,604 
57,011,073 
7,863,782 
4,096,695 
11,960,477 
2,045,742 
(1,748,659) 
239,158 
(115,901) 
8,037 
1,122,027 
2,077,897 
15,588,778 
41,422,295 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1985-86 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON NOVEMBER 30, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) EXHIBIT IV 
80KKK33>3> s_“——“—oooas$S<S— Ss 
1985-86 1984-85 
Tonnes Amount Tonnes Amount 
$ $ 

Oats acquired 

Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 198,411 19,614,453 54,639 5,416,401 

Net tonnes acquired from the adjustment of overages and shortages, etc., at country and ter- 

minal elevators at Board initial prices basis in store Thunder Bay or Vancouver.................... 234 23,774 
Rurchasedstromiprion year PooleAccount——Oatsam.. 0 4,310 440,331 16,369 1,785,902 
202,955 20,078,558 71,008 7,202,303 

Oats sold sey cre 

Completed sales to July 31 basis in store Thunder Bay or Vancouver .........-...ceccccccesseessesecessceesees 59,640 5,044,472 38,487 4,921,612 


Wieigiilossesinitransitandinidny ing aes ce oe ewer oe ee 
Oats stocks—Being Oats stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay or Vancouver 


Completed sales for period subsequent to July 310 ....cccccccccccseccsecscecscessesssecssessvscsveesseestesteessecesee 114,325 8,443,804 28,211 3,115,692 
SaleitosubsequentsbooleAccount = Oatsta ene nnn tenn nes 28,990 2,199,808 4,310 440,331 
202,955 15,688,084 71,008 8,477,635 

BECHCIU ES ULDIUSIONI Oats transa ctl ONS eee mente meee nna naan nn ene ne (4,390,474) iL Pa/Spsiew2 


Operating costs 
Carrying charges 


Carrying charges on Oats stored in country elevators .....c.cc.ccccccccccccsccseescessessessecseeseesseeseeseesseesee 1,056,922 285,692 
Storage onOatsistored imitenminalicleva tors saan meee een nen ane nn 538,960 194,177 
1,595,882 479,869 
aaceTcst- and Dank Charges. eraser or Treen tee ee mm reemeen Ine Mee NT te ener ae 236,658 3,410 
DEMUTTAL Cer teeme ene en Meee ey Loren a Ree IMN ot eee ee eet PI ee ili Dodie willy 37,344 
Additional freight —Oats shipped from country stations to terminal positioniese. eee 147,068 98,106 
Kreme ntirate changesn.ccte eterna ee meatee tne Cy eet Joes aie eran ih 17,206 (84,660) 
Dyin SrCHAr esnewetes re tees erseicre 2, Sete Ae em IR) Un MEM MCR AE mrt pert ote cy jet e bet 171,454 
Interest and depreciation on Wheat Board hopper Cars .....c...ccccccccccsccsscsssesseesseesseesecsvecsceeseessecesee. 111,942 34,318 
Wheat Board administrative and general expenses .........0...c.ccccsccssseccssecssseesseesssevssevssreessiessveceseeeees 211,782 68,867 


2,529,336 599,910 


(Deficit) Surplus on operations of the Board on the Pool Account—Oats, for the period from 
August 1, 1985, to November 30, 1986 (1984-85 November 15, 1985) pc See een eee en (6,919,810) 675,422 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1985-86 POOL ACCOUNT—DESIGNATED OATS 
FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) EXHIBIT \ 
ee Se ee 
1985-86 1984-85 
Tonnes Amount Tonnes Amount 
$ $ 
Designated Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 36,714 4,644,373 44,219 6,061,679 


Designated Oats sold 
Completed sales to July 31 basis in store Thunder Bay or WATICOUVC Heer eer 34,968 5,052,964 43,504 6,749,003 
Designated Oats stocks—Being Designated Oats stocks on hand at July 31 stated at the ulti- 
mate value received from the sale thereof, basis in store Thunder Bay or Vancouver 


Completed sales for the period subsequent to July 31... sects sees eee ieee sete ieeterseetnsctes 1,746 216,145 715 109,682 
36,714 5,269,109 44,219 6,858,685 
Surplus on Designated Oats tramsactioms .............cs.cc ccc ccceseee tees tetenetessces seer secesscetsentnsennasersscezcanscgssss 624,736 797,006 


Operating costs 


DTV ECTCS Teo ee cee re ee a eg See ae elie aed nent erator Ce ok reed ence nee cette (67,518) (95,397) 

Interest and depreciation on Canadian Wheat Board hopper Cars «..........00.::se seer ete teeten 20,714 DIS 

Wheat Board administrative and general EXPeMses .............ceececeee tei ee eee tees rete rett teen tees tees eetenenenss 35,596 51,434 
(11,208) (16,190) 


Surplus on operations of the Board on the Pool Account—Designated Oats, for the period from 
August 1, 1985, to October 31, 1986 (1984-85 September 30, LOSS) pee cece enone: 635,944 813,196 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1985-86 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) EXHIBIT VI 
e—oeFrwFre————ee———— 
1985-86 1984-85 
Tonnes Amount Tonnes Amount 
$ $ 
Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver............... 4,947,005 $39,124,215 3,068,472 382,262,408 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder BayiOtaVancolVver eset eee nn nee 18,862 2,411,708 17,053 2,105,090 
Purchased from prior year Pool Account—Barley ..............c.cscssssscoovssecesecssseseseccsssiseccsseseseseeesseeeeccccc., 480,853 53,604,187 
5,446,720 595,140,110 3,085,525 384,367,498 
Barley sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill......0..0...cccccccccccecescesen 3,156,990 303,417,269 2,235,067 318,598,608 
bcightjossesinvtransit and in drying s.:.0eee ee ee Se 21,463 2,545 
Barley stocks—Being Barley stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period SUDSEQUENE TON ULVsS|leeeen eee eee ee 2,268,267 159,086,431 367,060 44,633,198 
Sales to subsequent Pool Account—Barley .0............csccccssssccssssecsssssesssssesssssstseessseeceeteeeeeeeeccesee 480,853 53,604,187 
5,446,720 462,503,700 3,085,525 416,835,993 
mecticit) ourplus‘on Barley transactions ™.:.,..) Sayan tea Leeland fee (132,636,410) 32,468,495 
Operating costs 
Carrying charges 
Carrying charges on Barley stored in COUNLLY CV AtOlSte meres aanv erin cr re Re ee 10,622,501 4,724,253 
Storage on Barley stored in terminal elevators...............cccccsssssecsosssessssesescossssesesssvecessececcseseeceeseecccccen. 3,957,268 3,356,581 
14,579,769 8,080,834 
baicrestand bank icharees <1 oo ctr cs mcmeth ena a athe eae tcc 5,593,975 (1,306,516) 
PrCUMULS ARC Meise en ce nti eer ence a Bee lc Moh weber RE ade | ci, oho, eee tee ce 975,328 (449,348) 
Additional freight —Barley shipped from country stations to terminal POSICION oer heer ee 2,165,184 1,897,338 
——rreightirate changes; ater ics eee er meena ex. een ay 19,309 (893,639) 
Handling and stop-off on Barley warehoused at interior terminals 0000.0... cceccccccccescccececc 1,703,300 (52,098) 
IAI AT TE EI a oe PPT” lpr yeh a eal A 6,109,994 628,571 
Interest and depreciation on Wheat Board hopper Cars ........ccccccscsss--s-ssssssessesscsessseeeeeeeeeeeeeeee 2,791,055 1,927,267 
Wheat Board administrative and general expenses .............cccccccccssscssssscsssssessrsvesssesssseeceseeeeeeeeeee ce 4,796,365 3,569,130 
38,734,279 13,401,539 
(Deficit) Surplus on operations of the Board on the Pool Account—Barley, for the period from 
August 1, 1985, to October 31, 1986 (1984-85 Septlemberss 0aa\9 65) meena eet cay earpiece nnn (171,370,689) 19,066,956 


STATEMENT OF OPERATIONS 


1985-86 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1985, TO COMPLETION OF OPERATIONS ON OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) EXHIBIT VII 
1985-86 1984-85 
Tonnes Amount Tonnes Amount 
$ $ 


Designated Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver............... 645,255 101,758,993 712,195 111,703,201 


Designated Barley sold 
Completed sales to July 31 basis in store Thunder Bavionvancouver seer en en $74,947 108,116,420 661,381 124,998 887 


Completed sales for the period SUDSEGUENt CONUS lero eee i ay hy 70,308 13,809,239 50,814 10,117,349 
surplus on Designated Barleytransactions 2.08), treme i Morne 20,166,666 23,413,035 
)perating costs 

Interest.......... SS SN cr RCE Te UTED OSTEO SEEK OCEROE OTOH LL RI SOP ITH OLE EON OUSEL ELE PR GE (2,036,919) (2,527,411) 

Interest and depreciation on Canadian Wheat Board NOPPeENCaTs ene. er een wae Redon en ae 364,047 447,320 

Wheat Board administrative and generaliexpenses! (oma ovens Seereiun ne re enn Wy elie 625,606 828,398 
(1,047,266) (1,251,693) 


urplus on operations of the Board on the Pool Account—Designated Barley, for the period from 
August 1, 1985, to October 31, 1986 (1984-85 September GO 985 )ice eee Ree 21,213,932 24,664,728 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF ADMINISTRATIVE AND GENERAL 
EXPENSES AND ALLOCATIONS TO OPERATIONS 


FOR THE YEAR ENDED JULY 31, 1986 


(with prior year figures for comparison) EXHIBIT VIII 
Dee 
1985-86 1984-85 1985-86 1984-85 
$ $ $ $ 
Administrative and General Expenses Allocations to Operations 
Salaries—Board members, officers and staff...... 153339 O13 elo ISiE273 1. Marketing of Producers’ Grain 
Unemployment insurance, pension, group insur- 1985-86 Pool Account— Wheat... 10,430,547 
ance, medical and other employee benefits ..... 2,022,676 1,964,496 1985-86 Pool Account—Durum ............... 925,901 
Manitoba Health and Education Tax .................. 225,074 235,956 1985-86 Pool Account—Oats ............:ceeeee 108,963 
Advisory Committee—Travelling expenses and 1985-86 Pool Account—Designated Oats ....... 20,162 
pemdiem\allowanCespecce we eeeremsr cere 77,769 79,197 1985-86 Pool Account—Barley ............:0005 2,716,785 
Rental and lighting of offices including mainte- 1985-86 Pool Account—Designated Barley .... 354,360 
nance of The Canadian Wheat Board Build- 1984-85 Pool Account—Wheat............0ce 8,888,637 
hiv ates eee to . edee eeeee 1,590,643 1,424,092 1984-85 Pool Account—Durum ...............:06 980,625 
Telephones—Exchange service and long dis- 1984-85 Pool Account—Oats ...........c:eeeeee 35,307 
PATICE: Cal IS eee eer et eerie eee eer 347,095 354,578 1984-85 Pool Account—Designated Oats ....... 24,273 
Telegrams, cables and telex expense ................00.. 145,468 141,293 1984-85 Pool Account—Barley .............00 1,684,385 
Postage dee. cc eee eee A Bek ee RE cco 636,982 583,765 1984-85 Pool Account—Designated Barley .... 390,947 
Printing, stationery and supplies...................5 595,479 642,392 ~ 26,560,892 24,658,035 
Annual report, mini report and “Grain a 
Matters ?\6t Crees carcencane sie cnn ereerrreceereerrermnesttiecs 139,041 156,284 
Disthich MectiNgS -.scrncnsuccarr tio orener bess 13,564 19,452 2. Distributing Final Payments to Producers 
Officeiexpense eens i tee a. een 8 566,028 505,709 (a) Wheat and Durum 
Travelling and transfer of staff ....00....c00ccccceees: 893,265 847,801 1984-85 Pool Account—Wheat ........-.ees 163,784 
Travelling expenses—Inspectors............:cccceee 162,716 184,653 1984-85 Pool Account—Durum .......-..en ne: 27,298 
Isepalifeesiand:court costs. oe emam ees 47,586 31,629 1983-84 Pool Account—Wheat .........- ces 25,397 
7 TEV EAd ce Or nee ce SO che oar ee 3 Re 91,000 91,000 1983-84 Pool Account—Durum ........... cen 3,749 
Computing equipment—Rental and sundries...... 3,481,523 2,383,997 1982-83 Pool Account—Wheat .............c 4,425 
Repair and upkeep of office machines and 1982-83 Pool Account—Durum ................0 604 
CapMen( 2c, eto name eee aoe 47,889 49,545 1981-82 Pool Account—Wheat .........-. ene 2,435 
Grain market publications and services .............. 88,272 80,635 1981-82 Pool Account—Durum «0.0... 329 
The Canadian Wheat Board share of operating 1980-81 Pool Account—Wheat...............:00 2,874 
expenses of Canadian International Grains 1980-81 Pool Account—Durum .................5. 394 
PAStihite et ooo hi ee eee em eect 997,623 882,131 1979-80 Pool Account—Wheat .........-- ees 2,210 
Bonds andsinsurance c..c. see ese ee 40,408 29,993 1979-80 Pool Account—Durum .........ccnes 302 
Winnipeg Commodity Exchange dues ................. 10,370 12,820 233,801 308,135 
Depreciation on building, furniture, equipment (b) Coarse Grains 
ANIGLAULOMODLLES osee sire ene nee aaa 339,715 274,440 1984-85 Pool Account—Oats ......csccssceseeseeeeees 10,553 
1984-85 Pool Account—Designated Oats ....... 1,799 
1984-85 Pool Account—Barley ...............00+ 55,965 
1984-85 Pool Account—Designated Barley .... 8,434 
1983-84 Pool Account—Oats ...........ccee DA239 
1983-84 Pool Account—Designated Oats ....... 384 
1983-84 Pool Account—Barley ................065 12,170 
1983-84 Pool Account—Designated Barley .... 2,025 
1982-83 Pool Account—Oats ...........cee 1,025 
1982-83 Pool Account—Designated Oats ....... 183 
1982-83 Pool Account—Designated Barley .... 3,071 
1981-82 Pool Account—Designated Oats ....... 664 
1981-82 Pool Account—Barley ..................05 1,437 
1981-82 Pool Account—Designated Barley .... 252 
1980-81 Pool Account—Oats ..........ccecee 783 . 
1980-81 Pool Account—Barley ...............00 1,698 ) 
1980-81 Pool Account—Designated Barley .... 297 | 
1979-80 Pool Account—Barley ................065 1,304 
1979-80 Pool Account—Designated Barley .... 229 
104,506 140,961 
3. Allocation authorized by Order-in-Council 
from Special Account—Undistributed Pay- . 
ment Accounts in partial payment of 
Administrative and General Expense 
incurred in respect of the Prairie Grain 
Advance Payments ACt.......c::ccssreiereenee 1,000,000 1,000,000 
27,899,199 26,107,131 27,899,199 26,107,131. 
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STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


AS AT JULY 31, 1986 EXHIBIT Ix 
Se 
Cash Advances Balance to 
Advances to Repaid by be Refunded 
Producers Producers by Producers 
$ $ $ 
[STEREO LER CTE 1 SRG RN RE De FE Ee Rs A OE heh aM LIN 35,203,467 35,200,848 2,619 
Bee TODAY CATR Nae tar aoe i She sr ceintes tas a tmencaye oaccoscana hh Me ALLY CED 34,369,653 34,366,768 2,885 
eS TELS a) WCE Mel eh an, car imam: dient: ails ah dede ect teeta. 5-0) Mec ams Wirt ate 38,492,505 38,490,056 2,449 
ao L CLOP IY car arnree seer nena eee, reise APO IE OL hah Iatrcet or END eee 63,912,550 63,904,499 8,051 
Bee Crop care Senne, ot. See ANA, Ree, SOE COMMEULULY  Wectnan Rae Corina. ence 16,656,713 16,651,472 5,241 
B70 SUC LOPLN Caeser) 91 BAR RMU By Ser SE IRE 0 aces ottvtposgapesscroes sie PAD gteele ohms, wal mead dean 29,251,526 29,245,974 D2 
ESAT 1 OE hers ee ae es Me Ge Neo a a Ni 62,136,418 62,129,676 6,742 
Boe CST Op! career er otece rt Se err CCN G te annus 38 32,961,844 SPA ss). 1/25} 6,121 
Bie 00 Cropi vicar eas. .cin ear tee mene Retrime GUGE TMACTRI Se ee NC aii 40,600,386 40,596,508 3,878 
Reece) Rrop Year, Am Cette. Ruokies of Ayes peek SPOS be Beate of 36,668,270 36,664,915 35359 
MMe OS LOD. V CARER Becca pga css chee OBB mea ate esses ovteoes cheer eoicmk pocketbike 47,280,533 47,277,574 2,959 
Bee 07 TOD NV C6 Rar inaes itc aE Eine mime aa once Cane Sisce e  eee e 151,852,319 151,772,155 80,164 
ee OLCLODDY CA rer rete fs. co nha, lv cesar TR end ve ess) ceases ch, A oe ee 272,777,516 272,476,405 301,111 
Be ASC LOD LY Cab rat asi a a op ces MRS MIO sich cess osb ea ni steoviivssccistlanrecs ee, OR GO Ge 91,105,890 91,076,240 29,650 
OOS EROS CON EES eae. te arin aerate aa et a ae cienas Lala Wh eh eeeben ae a 68,142,360 68,108,551 33,809 
ee g CP ODL CANS rere tre tet nee ect ne ens. eo ee 20,754,104 20,743,229 10,875 
eat eC)! VCae Ree. Aiea eee ee ee EOD, ee Te Sete ee eens Mn Pe 35,259,387 35,219,656 39,731 
eg CIOPTY Caracal eee Ne A Re REM I OOM ar or Nie ey 46,635,399 46,604,087 BRS A2 
eis ©, COP IN Caney, eae es Antanas.) eRe AER ie ect ee 20,236,528 20,208,199 28,329 
Mg ODI Cale ots berger ret nce teh See eer ame. shite ae Tn ene eae 130,592,220 130,475,756 116,464 
BC SOD CAE A othe on RRR pat crn recast WOWAB UNE i 119,090,916 118,918,678 172,238 
ee COD IY Ca Tries a ic atte ie ria sik ae Puce no ne ant ht oe Tel Sr een gt tan nares eateeelin ar 151,316,450 151,195,641 120,809 
Be gh) SIO) MCR tree oar eerie eet eer Cah ege ie nL ae ate ee 99,146,581 99,073,930 72,651 
Bate EC IODY CAR ea ai cee een ase, Meee ot WE Be wives ee 61,640,150 61,600,876 39,274 
Betas. 10D Y Cat Sree meteors arceeemenerein tnt sheen rene ee 333,688,190 333,194,187 494,003 
i ae SC RODAY CAN bere erate ers er ete fame ae EE oe ce pon a ties, 309,022,755 308,039,815 982,940 
RPE LOD Mea irre ria es ke re ee 286,736,519 285,598,650 1,137,869 
LOD Ce eek ns ee TN ee 201,289,320 199,198,047 2,091,273 
tee ON OTOP LCAL le ic ee ett eee ee NR ik wh reek hon nae cu tte 340,670,596 317,090,565 23,580,031 


3,177,491,065 3,148,078,680 


Bence to be refunded by Prodiivers ds'atJuly-315 1986 eae em AON OR Beieyand STL SPC EY Oe lll air oibr eerin fran eh) kam 29,412,385 
Add. bank interest to July 31, 1986, payable by the Government of Canada .....ccccccccsssesscccsseosescsssteseeeesseee 117,015,857 
Pex ATnOUnu paid to JUlyis |, (OBO. jinn y Mai arene Eee ed 2... . nematic on tomer ser etaeremin 116,798,341 217,516 
29,629,901 
Deduct: balance of funds received to cover advance payments in default 
Gavernmentiol Canada hamanntve Sn ees vind ah ees coker as yok eps woe ele eR yc ke 1,114,724 
eer craton Companicsn nas enn eto te Min en ear TL Ran eee Mae, Ul be mee 3 70,537 
Benes ccoweUanidetanlt payinents 1 aden ous Scan en i cn oe ie en a ees Or) wie 12,343,130 13,528,391 


Owing to the Canadian Wheat Board as at July: SISOS Gis en sees eet eeeicer 5. Oe eae eee ere te ern bam tre detonated Remade 16,101,510 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 


FOR THE YEAR ENDED JULY 31, 1986 EXHIBIT X 
$ $ 
Balance of Special Accountas atuUly Site LOS eget eects ett ese cere emeete tay cece adres totesee eee at cwac rane ter cr een cet teeter tate ter re een 5,171,556 
Transfer to Special Account authorized by Order-in-Council P.C. 1986-1872 from the following 
197:8.Wiheat Payment, ACCOUnt sg cictectenacet tee. cereete scarce iseestnaree acca ven eee, carer cones fencane ae a neeeR atin cope aa tne cee Tye cor apace nara teeter eee retreated 701,856 
1978) Durum PayirienteNCcourit ester yreesrerer et esac os caceec erect sey carats ste tee ee Bee eg rcs ne cece eins ac ee rao see Pa ertea eens roe Tce eee 92,360 
1:9;7 8 Oats) Paly mente A CCOUN teeters. ccccccsce se ceceve ccc ses cx, ceacceeres roetaser gait esau eases ae tes o ac ges ne tee ARR Ra NET oat MRT EET oa w ecg ecennes coarse aes ane esr aac (17,069) 
1978: Barley-Bayiment NCCOUNE Sp Ree nactetee. veer. ccc cace-g cee ameme tea ries cate an Mia seen ean sn gn Oe SOR eye eat ate cS ec 218,721 
19:78Designated. BarleyaPay ment ANCCOUNE csc. ace .0 che vases au gah se site Sou ace Hgeaae (ae aus Ge Re a Rane eee 95,065 1,090,933 
6,262,489 
Expenditures 
Unexpended Authorized § Unexpended Expended 
Authorized by as at Crop Year as at Crop Year 
Order-in-Council No. Description of Purpose July 31, 1985 1985-86 July 31, 1986 1985-86 
$ $ $ $ 
P.C. 1986-1874 Market Developmicntiec paesme te ener are 359,167 650,000 461,972 $47,195 
P.C. 1986-1873 General Promotion and Overseas Advertising ............ 36,009 150,000 133,086 $2,923 
P.C. 1986-1058 Prairie Grain Advance Payment Act—Administra- 
(5G) ee Repeats Coram eens hi tov A oat ite 3,000,000 2,000,000 1,000,000 
P.C. 1985-2262 Remote Sensing Crop Monitoring Project .................. 33,000 33,000 
P.C. 1985-1946 General Promotion and Overseas Advertising—SO0th 
AMNIVEISATY orcs ss ee POR ie ee tees 140,000 140,000 
P.C. 1985-1945 Customer Mission Program—SOth Anniversary ........ 292,880 220,678 72,202 
P.C. 1984-2690 Customer Mission'Programyen oc ee eee 275,635 266,137 9,498 
P.C. 1983-2007 Canadian International Grains Institute—Capital 
Bx pendituréson ec eee eet ere ees 69,539 45,048 24,491 
P.C. 1983-2003 Joint Policy Coordinating Committee of Canada and 
United States Wheat Producers ..............00cccccccees 88,133 88,133 
P.C. 1981-3436 Scholarship and Assistantship Program...................... 30,142 249,858 44,118 235,882 
1,324,505 4,049,858 3,292,172 2,082,191 
4,180,298 
Lessapayments toiproducers. against old:paymient accounts, A: 40s. :.c. coset ete neces ceccassccerulseae eater eee, Rede tte A fey ecient tee et arte ERTS cesta tcscd seetcedenrauee ted cusseeeneeres 5,870 
Balance of Special Account as at July 31, 1986 s 4,174,428 
As at July 31, 1986, there were unexpended authorizations totalling $3,292,172 leaving an unexpended balance of $882,256 in the Account. 
| 
) 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS 


The Financial Statements of the Canadian Wheat Board including 
notes thereto for the crop year consist of the Balance Sheet (Exhibit I), 
which sets forth the financial position of the Board as at July 31, 1986, 
together with other statements (Exhibits II to X) showing the results 
of Board operations for the year. 


The practice of the Board is to include in its accounts at July 31, the 
final operating results of pool accounts when marketing operations 
have been completed before the issuance of the annual report. Opera- 
tions on the 1985-86 Pool Accounts for Amber Durum Wheat, Desig- 
nated Oats, Barley and Designated Barley were completed on October 
31, 1986, and for Wheat and Oats on November 30, 1986. Details of 
the final operating results of these pool accounts with commentary 
thereon are presented in this section of the report. 


Although the basic measurement for grain has been the “tonne” 
since February 1, 1978, for your information a tonne equals 36.74371 
bushels of Wheat, 64.84183 bushels of Oats or 45.92963 bushels of 
Barley. 


Pool Account — Wheat 


Initial Payments 


During the crop year the Board was authorized to purchase wheat 
from producers at a fixed initial price of $160.00 per tonne for No. | 
Canada Western Red Spring. 


Supplies of Wheat 


Supplies of wheat in the 1985-86 Pool were 21,728,221 tonnes, com- 
prised of 18,931,918 tonnes delivered by producers, 153,256 tonnes 
acquired from other than producers and 2,643,047 tonnes purchased 
from the previous pool. 


Grade Pattern 


Deliveries of grain to the 1985-86 Pool Account were of substan- 
tially lower quality compared with receipts in the previous pool. Deliv- 
eries of Nos. 1 and 2 Canada Western Red Spring totalled 9.659 mil- 
lion tonnes or 51.02 per cent of total receipts, while No. 3 Canada 
Western Red Spring receipts of 5.524 million tonnes amounted to 
29.18 per cent of total receipts. Deliveries of Utility grades including 
Canada Feed amounted to 2.026 million tonnes or 10.70 per cent of 
total producer deliveries. Approximately 19.32 per cent of producer 
deliveries graded tough while 3.92 per cent graded damp. 


Final Statement of Operations — Wheat — Table A 


Marketing operations on the Pool Account for Wheat resulted in a 
deficit of $22,994,777 which is recoverable from the Government of 
Canada with funds provided by Parliament. The total payment real- 
ized by producers is therefore equal to the initial payments as shown in 
Table B. 


STATEMENT OF OPERATIONS ON THE 1985-86 POOL ACCOUNT — WHEAT 


FOR THE PERIOD AUGUST 1, 1985, TO NOVEMBER 30, 1986 
(with prior year figures for the 1984-85 Pool Account for comparison) 


Deduct Operating Costs 
Carrying charges 


COUNTY ClEVATOTS ea eer ene tere eee ee eet was enie eee ee eer ences 
sMenminall StOra ge nswcecescncsrsntverdeverscecunretvesemne ware a: seiensceapasiodep mice arses aces eres: 
LotalCarryin?: CNALpesh core cree yen ee err e ee eee Neer ee 

Bank interest and net interest on other Board account .............cccccsccctscetesseteteteesteteeees 
1S) CDILITTELYH Seeee I inc ce ee cy ict ca eae ete ere aay ERR eRe aE 
merctcOnaliireiz ht —L.O termi Ma lSeece.cennc sore eee eee oe oe ee ee a 
—- Freightirate Changes. csncsc cee me ery oe erent a Taree ese. 

BEAMING ANIC StOP=Ol fires ass. eres snee te ove stat enae soe age men ne oy cesar eee eek cn ee et 
AUNTS: nS a RO entare core Eames) NEED Me eee ee ee 
Interest and depreciation on Wheat Board hopper Cars..........:.ccsscccsesssssesesteseeteseeteseseneeee 
BanenleBoardiad ministraliVelex PENSes wees ceeeee te eee ener Cn eee yee: 
Mota perating: COsisas ue et ae wen ee Oe ee nates 


Ser piusi Deficit)on: Operations ayer ee rene eer eer mee eee ee 


Baiainverest cared alter September a0 tant sce ott ees earn Pree tc aioe acces 
BPCHACOStOfissuIN final paymentkecs merce cee eee ee me ee eee 


ROMOS OM istriOULION tO Producers mares mre eae ence orn 


TABLE A 


1985-86 Pool Account 


Rate per 
Amount tonne 


1984-85 Pool Account 


Rate per 
Amount tonne 


18,931,918 tonnes 16,192,572 tonnes 


$ $ $ $ 

2,911 ,676,378 153.797 3,181,675,758 196.490 
2,762,203,255 145.902 2,722,955,091 168.161 
149,473,123 7.895 458,720,667 28.329 
80,147,712 4.233 88,292,322 5.453 
27,039,928 1.428 28,079,232 1.734 
107,187,640 5.661 116,371,554 7.187 
(2,674,500) (.141) 12,300,778 .760 
6,530,228 345 (2,416,042) (.149) 
8,087,425 427 5,606,478 346 
(126,518) (.006) (2,608,292) (.161) 
508,282 027 1,055,877 .065 
23,113,388 1.221 767,681 047 
10,681,214 564 10,170,355 628 
19,160,741 1.012 18,834,592 1.163 
172,467,900 9.110 160,082,981 9.886 
(22,994,777) (1.215) 298,637,686 18.443 
7,590,715 .469 

144,422 .009 

306,083,979 18.903 
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PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF WHEAT 


BASIS IN STORE THUNDER BAY OR VANCOUVER 


TABLE B 


0 —}+${]oHooSSS\>wmao 


Grade 


Red Spring Wheat Grades 


NosikCanada Western RediSprings. catia votre eo. tlre ae ee ee rterton 2 
ING) Canada Western ICG. PUI cesta erase cee eases ence 
ING:3i Canadanwesterm Iced Di gg cece gcc ae ere va eee eerie 
IN omy Caraga Ultilit yaeemtee epee renee mere eer senna in ees 
IN oe) Caad asOerity eer mee rte nee ee eens eran earners ncetete arene act 
@anadarBeed Ate ey See Ee ieee, SS. Pred ene, Cte Rrsaeteta more treton sian: 
NomliGanadaswesterniRed (Wintemets-c.tettee cc er vine. correeh tera tek. cotter eh oars ce 
No? CanadabWesterniRedi Wintegies c.0. 5. et ok teers reat err eats enn cee 


No. | Canada Western Soft White Spring 
No. 2 Canada Western Soft White Spring 


Bisiy antec eRe See ere 9: 146.21 


acy RE a EI tse eee ee 145.21 


Initial 
payments 
(dollars per tonne) 


160.00 
154.21 


142.21 
128.21 
121.00 


143.21 
132.00 
129.00 


cd ede a ad ld hee eee eee et eee ee eee eee 


Operating Costs 


Operating costs incurred applicable to the pool were $172,467,900 
or $9.110 per tonne. Details of the principal costs and comment 
thereon follow: 


Carrying Charges — $107,187,640 


Total carrying charges incurred by the Board, including storage and 
interest charges on wheat in country elevators and storage on wheat in 
terminal elevators amounted to $107,187,640 or $5.661 per tonne. 


Bank Interest and Net Interest on Other Board Accounts — 
($2,674,500) 

This consists mainly of bank interest and interest paid to or received 
from other Board accounts. Interest earned, exceeded interest paid by 
$2,674,500 or $.141 per tonne. 


Additional Freight — To Terminals — $8,087,425 — Freight Rate 
Change — ($126,518) 


During the crop year the Board paid $8,087,425 of additional 
freight arising out of the movement of grain in adverse direction. 


With the abolition of the Crows Nest Pass Freight rate on Decem- 
ber 31, 1983, freight rates are reviewed annually under the Western 
Grain Transportation Act. On August 1, 1986, freight rates declined 
by approximately $.02 per tonne and the Board collected the resulting 
freight saved on the country stocks held by its agents on August 1, 
1986, amounting to $126,518 in the Wheat Account. 


Drying Charges — $23,113,388 


Drying charges for 1985-86 totalled $23,113,388, a very significant 
increase from the previous year, reflecting the substantial quantities of 
tough and damp grain delivered to the pool under review. 


Interest and Depreciation on Wheat Board Hopper Cars — 
$10,681,214 

Costs for the use of the Board’s 2,000 hopper cars include deprecia- 
tion and interest. Hopper car expenses attributable to the 1985-86 
Wheat Account totalled $10,681,214 compared to $10,170,355 for the 
previous pool. 


Pool Account — Amber Durum Wheat 


Initial Payments 


During the crop year the Board was authorized to purchase Amber 
Durum Wheat from producers at a fixed initial price of $160.00 per 
tonne for No. | Canada Western Amber Durum Wheat. 


Supplies of Amber Durum Wheat 


Supplies of Amber Durum Wheat in the 1985-86 Pool were 
1,812,922 tonnes, comprised of 1,685,977 tonnes delivered by pro- 
ducers, 7,299 tonnes acquired from other than producers and 119,646 
tonnes purchased from the previous pool. 


Grade Pattern 


Receipts of Nos. 1, 2 and 3 Canada Western Amber Durum totallec 
1.414 million tonnes or 83.85 per cent of total producer deliveries 
Approximately 19.09 per cent of producer deliveries graded tough 
while 2.29 per cent graded damp. 


Final Statement of Operations and Surplus for Distribution to Pro: 
ducers — Amber Durum Wheat — Table C | 


Table C shows the operating results of the Pool Account for the croy 
year. Marketing operations resulted in a surplus of $25,466,720. Oper 
ating expenses totalled $14,264,055 for the year or $8.460 per tonne 
The principal cost was carrying charges amounting to $9,292,325 o 
$5.511 per tonne. After allowing for the cost of issuing the final pay, 
ment and estimated interest earnings subsequent to October 31, 1986 
the net surplus for distribution to producers was $26,008,379. Thi 
represents an overall average of $15.426 per tonne on producer deliv 
eries of 1,685,977 tonnes. Table D shows the total payment received b: 
producers for the principal grades of Amber Durum Wheat deliveret 
during the crop year. This table shows the total price realized by pro 
ducers for No. | Canada Western Amber Durum Wheat of $181.30: 
per tonne, compared to $204.853 per tonne for the previous pool. | 
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STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 

ON THE 1985-86 POOL ACCOUNT—AMBER DURUM WHEAT 

FOR THE PERIOD AUGUST 1, 1985, TO OCTOBER 31, 1986 

(with prior year figures for the 1984-85 Pool Account for comparison) TABLE C 


1985-86 Pool Account 1984-85 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
IRECCI PES: f FOMBPLOGUCE TS acre erase eses setter coe oe I A MO occ cece caress ound 1,685,977 tonnes 1,786,421 tonnes 
$ $ $ $ 
Sal CSV. CMe eee Oe OMe itch tice, Sm Ree nace ME NE tc) beth 296,715,755 175.990 376,051,666 210.506 
initialipaymentsito producerst.c..c.-nc. ce eee ee. a eee es Oe AEE ee oe, 256,984,980 152.425 319,040,593 178.592 
(CORCSSIT TT See aan ee tel ee ee eer, Te Se caer 39,730,775 23.565 57,011,073 31.914 
Deduct Operating Costs 
Carrying charges 
Countryrelevatorsry Mey cc reer eran tee ee En ne ele 6,528,593 3.872 7,863,782 4.402 
sherminal storages eyecare ees eS Bree IR RR ae Seton 2,763,732 1.639 4,096,695 2.293 
otalicarryingichanpes cc sccnth eee nen ce OME Pe ee a 9292,325 ili 11,960,477 6.695 

NOUSRE ES dense arercre tn ,ot atten erence tra ane oe Soe MEER EOE 0-0 S| 2 SNe Rea Rene (1,439,525) (.854) 2,045,742 1.145 
DGTIVUT Ta Beemer cer re heal ee oe ren COR ee TMNT ey in Lt oes Rte Dc, ty 888,837 O20 (1,748,659) (.979) 
AGaItiOnalifirel ght ——alolenm nals cea cee Mie eee cr eeeey NRE ee ee 201,681 120 239,158 134 

Height rate: CAN GES Wawhe wie, setae RAMON Poe cciewe eeet awe (1,024) (.001) (115,901) (.065) 
Hlanaling and) Stop-Ol licen ake tr en et oe WOMAN ec eos 916,763 544 
BIG ET Sisce8 Ge rsclg aap 0, ccbiaice GR een aeRO PROC PERE RR CRORE Oe. cee 1,819,147 1.079 8,037 .005 
Interest and depreciation on Wheat Board hopper Cars.............0.0:0ccccccccscssceeseeeseeseseeeeeees CoM ts} 564 1,122,027 .628 
Wiheat;Board administrative eXpenSes... ahr, 1c RU e o ocr, 1,634,638 .970 2,077,897 1.163 

MolallO perati ng! Costs mene cE ler ARE RR RM ete str a: 14,264,055 8.460 15,588,778 8.726 

Surplus ONO perattons; ocercent. sen cc een ee Ree ne Penner eINS Pee 25,466,720 15.105 41,422,295 23.188 
Add: interest earned after October 31 (1984-85 September 30) oo........ccccccccececseeeeseseeeees 576,261 342 1,052,864 589 
POCA UCEACOS (EO lgISSUlN uli 11 jay ITED Caveat ener ee ere ene es ee 34,602 021 26,164 015 
SUCPIUS TOMES Po DUUIONTLONZEOC LCC NS sees ete een se etree siete aie inn nun pueI ne nr 26,008,379 15.426 42,448,995 23.762 
TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR Pool Account—Oats 
PRINCIPAL GRADE OF AMBER DURUM WHEAT Commencing August 1, 1981, as authorized by Order-in-Council, 
BASIS IN STORE THUNDER BAY OR oats selected and accepted from producers for use in processing and 
VANCOUVER TABLE D milling for human consumption has been set up in a separate pool 


under the caption “Designated Oats”. As a result, the transactions 
described herein consist mainly of marketing results related to feeding 
grades of oats. 


Initial Final 
Grade payments payments Total 


(dollars per tonne) Initial Payments 


Amber Durum Wheat Grades 


During the crop year the Board was authorized to purchase oats 
No. | Canada Western Amber 8 PY P 


from producers at a fixed initial price of $100.00 per tonne for No. | 


DUNT eee errr 160.00 21.302 181.302 
No. 2 Canada Western Amber Feed Oats. 
DTU ieee er ce ee eee 157.21 19.092 176.302 
No. 3 Canada Western Amber Grade Pattern 
DUrimae he. en ee 155.21 16.092 171.302 Deliveries of Nos. 1 and 2 Canada Western Oats comprised .16 per 
Mo: -4 »Canada>*Western Amber cent of producer deliveries with feeding grades constituting the 
7 AAR TS sapobtsee gee Sada ae ees 139.21 216 139.426 remaining 99.84 per cent of total receipts. Board receipts of tough and 
Shs ke ee 121.000 SEEDS LE GUA eo aS NO ROO Oa 


Final Statement of Operations—Oats—Table E 


Table E shows the operating results of the Pool Account for the 
1985-86 crop year. Marketing operations resulted in a deficit of 
$6,919,810 which is recoverable from the Government of Canada with 
funds provided by Parliament. The total payment realized by pro- 
ducers is therefore equal to the initial payments as shown in Table F. 
Operating expenses totalled $2,529,336 or $12.748 per tonne. The 
principal cost was carrying charges amounting to $1,595,882 or $8.043 
per tonne. 
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STATEMENT OF OPERATIONS 
ON THE 1985-86 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1985, TO NOVEMBER 30, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) TABLE E 


1985-86 Pool Account 1984-85 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
Receiptsifroms producers sm eset e sc, SRE ee Mess ee 198,411 tonnes 54,639 tonnes 
$ $ $ $ 
Sales: Value sis, eels APE oo rs RIN. cect Se ec ce diore eres 15,223,979 76.729 6,691,733 122.472 
Initial;paymentsito producerse 18... 2... see ene cic see ae 19,614,453 98.857 5,416,401 99.131 
Gross'Surplusi(Deficit) Weems ite ORE PR tet I ROB res Sicha (4,390,474) (22.128) We2tiosso2 23.341 
Deduct Operating Costs 
Carrying charges 
Countryelevatorspe seme tc csc tee ee scree re ee re eect 1,056,922 S27 285,692 5.229 
ME erminalistora peters Bok cere rcs MMe Be ere. RE ene te ee 538,960 2.716 194,177 3.554 
votaliCarryingi@hargesis Ae ee eee ee ee ee 1,595,882 8.043 479,869 8.783 
Interest teste aes FEE PEG isk i SRP Et er WEEP RASS CO Sten ee, 236,658 1.193 3,410 .062 
Demurrage isc. OP ent Bhs et ES ers koe Ce ee te er 37,344 .188 
Additionallfreight——LoitenminalScc oe. nee eae ence ee eee es eee 147,068 741 98,106 1.796 
—— Rreight rate CNANGes eA eMen crores ee RT Ran eae cats an tee ole 17,206 .087 (84,660) (1.550) 
Driyines@ harges sri ie ss, er Sa cote ts tae A OS Ore ene, 171,454 864 
Interest and depreciation on Wheat Board hopper Cars..............cccccccccsecseeeseeseeeseseseseeveves 111,942 564 34,318 628 
Wieat) Boardtadministrative expenses..<-. seen sn eee ae eee 211,782 1.068 68,867 1.260 
Total Operating: Costs sree er cen) ON Ue Abas oh EE ee ees A 2,529,336 12.748 $99,910 10.979 
Surplus((Deficit)ioniO perationst cise ene ee rs (6,919,810) (34.876) 675,422 12.362 
Add anteresticatnedial lem NOVEM) OCI | Sierra eee se erere tee eee Tae aT Ee 17,168 314 
Ded vet Costu otissuinganinali pay MeN teers tenn eee ee en eee een 4,218 .077 
Surplus:forDistributionito)Producersseresereecerre er neg re en 688,372 12.599 


er eee SSMS 


PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF OATS 


BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE F 


_ re eee 
—————...-«-...—=—=_—=—$SSS 000 0 00 


Initial 
Grade payments 
(dollars per tonne) 
INo;.1 Canada Westerns: 10.2. Pe out he OER eae ee eRe) Toe: phaiineeat te) AAMAS 3 J. 106.00 
INO: 2 Canada Westerns 2 Pig Ai Te eis A oi, Serr es oi ewes tlh sae) ee ae eee ee ee, 104.00 
Extra Non lL Peed yg te ce Moiese is eaticsox. si tinadl eo acs eka (ie es DO See Cee Pe ee 102.00 
ING SIAR CEU Sra bette cat terns acura teen e ME oct hy see a uence eee, eas cA) ooece. ss: A eee A 100.00 
Nog 2teed tie Satie Se ree Gece R as titcerahascc the arated cpuasters Reduce reer doe hye caciscs oe IE Sh 95.92 
BE EE AT ae PR SE aa SB a RA OSS oD SOC Dean RN a ll mini NN mur ee Cee 


Pool Account—Designated Oats Supplies and Grade Pattern 


Beginning with the crop year commencing on August 1, 1981, oats Supplies of oats in the designated pool were 36,714 tonnes represent- 


that have been delivered to the Board to be sold by the Board to pur- 
chasers who have selected and accepted the oats for use in processing 
and milling for human consumption, have been set up in a separate 
account. This account has been labeled “Designated Oats” and the 
results of operations on this account with comment thereon are con- 
tained in this section of the report. 


Initial Payments 


During the crop year the Board was authorized to purchase Desig- 
nated Oats from producers at fixed initial prices of $130.00 and 
$128.00 per tonne for Nos. | and 2 Canada Western Oats respectively 
and $124.00 per tonne for No. | Feed Oats. 


ing deliveries to the Board by producers during the crop year of oats 
which were selected and accepted by purchasers for use in processing 
and milling for human consumption. Receipts of Nos. 1 and 2 Canada 
Western Oats totalled 21,064 tonnes or 57.37 per cent of total deliver- 
ies. Feeding grades totalled 15,650 tonnes or 42.63 per cent of total 
receipts. 
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Final Statement of Operations and Surplus for Distribution to Pro- 
ducers—Designated Oats—Table G 


Table G shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a surplus of $635,944. As to 
operating costs, it should be noted that the Designated Oats Pool, by 
its very nature, does not incur the handling expenses normally related 
to feeding grades of oats. It is not stored by the Board, being selected 


attributable to such oats were costs related to hopper cars owned by 
the Wheat Board and administrative charges totalling $56,310 or 
$1.534 per tonne. These expenses were more than offset by interest 
earnings of $67,518 or $1.839 per tonne on the accumulating surplus 
in the pool. After providing for the cost of issuing the final payment 
and adding estimated interest earnings subsequent to October 31, 
1986, the net surplus for distribution to producers was $649,496 or 


$17.691 per tonne on producer deliveries of 36,714 tonnes. Table H 
shows the total payment received by producers for the principal grades 
of Designated Oats delivered during the crop year. 


by the purchaser and shipped at his request from farm to processing 
plant via the country elevator. As a result, the only expenses incurred 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1985-86 POOL ACCOUNT—DESIGNATED OATS 
FOR THE PERIOD AUGUST 1, 1985, TO OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) TABLEG 


1985-86 Pool Account 1984-85 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
RECEIDESH LOIN PLOGUCEIS ete cae ese cece peer ce mre ete arrec ear ccnenc arse 36,714 tonnes 44,219 tonnes 
$ $ $ $ 
SES AIS ek eR | See 2 Se are ee ah Le eee 5,269,109 143.518 6,858,685 155.108 
Mnitialenay ments: to: prodUcershant cee u se bt Beek ences ee eR ee BIG. Sense ceive crac 4,644,373 126.502 6,061,679 137.084 
MG TOSSTS UL PIAS aeeecee tuo ee eta ea centecstakn seag cece ce vige eee eae ea oes Seema Sea onea pen PE NS 624,736 17.016 797,006 18.024 
Deduct Operating Costs 
Pnterest ang Dan kiChar pes me ect tey cccsere aes ieee en re Cn eRe ire ns en eeu Aimnvdvere su. (67,518) (1.839) (95,397) (2.157) 
Interest and depreciation on Wheat Board hopper Cars.............:ccccceeceseeeeeeteteeeteeees 20,714 564 27,773 628 
Wiheat: Boardiadministrative ex pensesienns ee een ee ert et een asresescnaan 35,596 .970 51,434 1.163 
MTotali@ perating? Costs cc meee eee te Serres te Re oer ears ae Sau See nine ea ven Tae aas (11,208) (.305) (16,190) (.366) 
Surplus Onn peratlonswener sme tact ter ye eer meaner mere tinea eee 635,944 WES2) 813,196 18.390 
Add: interest earned after October 31 (1984-85 September 30) ....0.0.0.c cee 14,390 392 20,670 .468 
Dediiebacostoissuingatinalopa yiNen t geri ep seen meses are eee manatees esate eres 838 .022 664 015 
Sunplustor Distrioution towrodUcersa aves ss. Mire eet ee eRe oe ere 649,496 17.691 833,202 18.843 


TOTAL PAYMENTS RECEIVED BY PRODUCERS 
FOR PRINCIPAL GRADES OF DESIGNATED OATS 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE H 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 

Oats Grades 
Now liGanada, Western. ee 130.00 20.249 150.249 
INow2 Canada Western: ..c...c0ccccr cc 128.00 20.249 148.249 
Extra No. | Feed See 126.00 15.749 141.749 
INOS DERCCC i Melati ccm an Peaeey ceca 124.00 13.749 137.749 


Pool Account—Barley 


Since August 1, 1975, as authorized by Order-in-Council, barley 
selected and accepted from producers for the use of malting, pot or 
pearling, has been set up in a separate pool under the caption “Desig- 
nated Barley”. As a result, the transactions remaining in the Barley 
Pool Account described here consist mainly of marketing results 
related to feeding grades of barley. 


Initial Payments 


At the beginning of the crop year the Board was authorized to pur- 
chase barley from producers at a fixed initial price of $110.00 per 
tonne for No. 1 Feed Barley. 


Supplies and Grade Pattern 


Supplies in the regular Feed Barley pool were 5,446,720 tonnes com- 
prised of 4,947,005 tonnes delivered by producers, 18,862 tonnes 
acquired from other than producers and 480,853 tonnes purchased 
from the previous pool. Deliveries of Nos. 1 and 2 Feed Barley com- 
prised 93.23 per cent of the producer deliveries in the pool. Board 
receipts of tough and damp barley made up 4.40 per cent of deliveries. 


Final Statement of Operations—Barley—Table I 


Table I shows the operating results of the Pool Account for the crop 
year. Marketing operations resulted in a deficit of $171,370,689 which 
is recoverable from the Government of Canada with funds provided by 
Parliament. The total payment realized by producers is therefore equal 
to the initial payments as shown in Table J. Operating expenses 
totalled $38,734,279 for the year or $7.830 per tonne. The principal 
cost was carrying charges amounting to $14,579,769 or $2.947 per 
tonne. 
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STATEMENT OF OPERATIONS ON THE 1985-86 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1985, TO OCTOBER 31, 1986 


(with prior year figures for the 1984-85 Pool Account for comparison) TABLE I 


1985-86 Pool Account 1984-85 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
Receiptsrom, PrOGU Cel Sie terete arent et Ree ARR ree aoe ee ee ee eee Meee 4,947,005 tonnes 3,068,472 tonnes 
$ $ $ $ 
Salesivalue samcers tartare mene on eee) co ILS RPSL AR ne SION eos CL Ae Une ONES 406,487,805 82.169 414,730,903 135.159 
Initial palymentsito produce L sy eeseeet ase e mere care trenct ee er nen orn Serna ee eer 539,124,215 108.980 382,262,408 124.578 
Grossisurplus (Deficit) een cron pete oreeer ca eee tea ae Ie ee ee (132,636,410) (26.811) 32,468,495 10.581 
Deduct Operating Costs 
Carrying charges 
Countryiclevatorsm ren ercuree erate gerne ree er Nene eet ead Sate NE cI ee ere oe 10,622,501 2.147 4,724,253 1.540 
TLENMIMAlL Storage ee tae eee oe eee atk LD ake eh en tren rete Ae ee eR Gi 3,957,268 .800 3,356,581 1.094 
iLotal. Garvin ei Cuannesc vere. c een eee ee ee Pe ee 14,579,769 2.947 8,080,834 2.634 
ITI COTES THR ee Seen ORS ros ei. gar a Saree eR cen) eee EE a Sn ae Sar ee RO 5,593,975 1.131 (1,306,516) (.426) 
Ds chromate SO ale Meth Ube > rnameer ner tak i 4) Sperone wn th the «Wiss Hu oh LOC arts 975,328 197 (449,348) (.147) 
ACGIONal pire! gh t= OMe INIT al Sere ae een eae sae rnc eee 2,165,184 .438 1,897,338 618 
—=Prelgit rare CHAN SES. eee ee nae eA 19,309 .004 (893,639) (.291) 
Eanclingeandkstop-Oblitcen teat cnte ate, cat tee er einen aw ae and co ashes Set beiets aunt ie ae nee 1,703,300 344 (52,098) (.017) 
DOP VAN 9 ere Ne atts eee em RRP A ie crtialaa, ee 8 oss oes Penns aus ere Se hee alee ees 6,109,994 12235) 628,571 .205 
Interest and depreciation on Wheat Board hopper Cars..............cccccscescsvsseseseseevevseveesesenes 2,791,055 564 1,927,267 628 
WiheatBoard ad minisitaivere x Pen Sess sm is meee eee me rats ecetenecre tee sneer 4,796,365 .970 3,569,130 1.163 
Rota KO pera ting: Costes Aen ccs BR OS osc cx ccske seh wc ereecrcenetes 38,734,279 7.830 13,401,539 4.367 
Surplusi(Deficit)oni@perationstes. 2... ee eee ee ee ne ee ree (171,370,689) (34.641) 19,066,956 6.214 
Adda sinterestieabnedral tem Septem bers Omi meee ee ats eee ee ene ee 484,640 158 
Deduct: cost of issuing final PAYIMEMN bso ndscicetesccs scree cscsp at tictiogine vee at erie: nev eree ee 53,892 .018 
Sunplus for Disthibutionitol Prod UCersiciei <peeesornee era atest er ees Gee ee 19,497,704 6.354 
PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF BARLEY 
BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE J 
Initial 
Grade payments 
(dollars per tonne) 
Barley Grades 
Nor Canadaaw ester n SIX=B OW ssc mente er a rc fares Se ace RENN terete te ad emeond Rene eceay teh Ae TR Resear 112.93 
Io. 2sGamadas Western SIX R OW eee caret ere ener erties atest ante ene rere tte heen Seperate SO ee eS ED AR ee 111.93 
Non Ganada, Western ue WO-ROW sect 3.255 se ceh hs seac cee go eRe crete ect RS UE SOO REN pol Ea 111.93 
ks al Wil at ots ne amet a eee ten teat aide mn a bh oak ol Mh ape Acie Soin chl by fle RRA. COMMON | cx TRIMERS. «de, SED 110.00 
INO: 2uBeeds iN Cott 2 pene tenn mle ade aatl Sutiverae itt see Cae ese << sua rennoneth een mete eae 107.43 


Pool Account — Designated Barley Supplies and Grade Pattern 


As stated previously, since August 1, 1975, barley that has been Supplies of barley in the designated pool were 645,255 tonnes repre- 


delivered to the Board to be sold by the Board to purchasers who have 
selected and accepted the barley for the use of malting, pot or pearling, 
has been set up in a separate pool account. This account has been 
labelled “Designated Barley” and the results of operations on this 
account with comment thereon are contained in this section of the 
report. 


Initial Payments 


At the beginning of the crop year the Board was authorized to pur- 
chase Designated Barley from producers at a fixed initial price of 
$155.00 per tonne for No. 2 Canada Western Six-Row and $165.00 
per tonne for No. 2 Canada Western Two-Row. 


senting deliveries to the Board by producers during the crop year of 
barley which has been selected and accepted by purchasers for the use 
of malting, pot or pearling. Of these receipts 342,421 tonnes or 53.07 
per cent were row grades and 302,834 tonnes or 46.93 per cent were 
feeding grades. Receipts of tough and damp grades totalled 46,921 
tonnes or 7.27 per cent of total. 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers—Designated Barley—Table K 
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Table K shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a surplus of $21,213,932. As to 
operating costs, it should be noted that the Designated Barley Pool by 
its very nature does not incur the handling expenses normally related 
to feeding grades of barley or other grains. It is not stored by the 
Board, being selected by the processor (buyer) from a producer’s sam- 
ple and is shipped on buyer’s call directly from farm to processing 
plant via the country elevator. As a result the only expenses incurred 
attributable to such barley were costs related to hopper cars owned by 
the Wheat Board and administrative charges totalling $989,653 or 
$1.534 per tonne. These expenses were more than offset by interest 
earnings of $2,036,919 or $3.157 per tonne on the accumulating sur- 


plus in the pool. After allowing for the cost of issuing the final pay- 
ment and estimated interest earnings subsequent to Ocotber 31, 1986, 
the net surplus for distribution to producers was $21,683,836 or 
$33.605 per tonne on producer deliveries of 645,255 tonnes. This is 
compared to $25,284,020 or $35.501 per tonne for the previous year. 


Table L shows the total payment received by producers for the prin- 
cipal grades of Designated Barley. The final return to producers for 
deliveries of No. 2 Canada Western Six-Row and No. 2 Canada West- 
ern Two-Row was $183.395 and $203.395 respectively, compared to 
$188.937 and $199.401 for these two grades respectively in the previ- 
ous pool. 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 


ON THE 1985-86 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1985, TO OCTOBER 31, 1986 
(with prior year figures for the 1984-85 Pool Account for comparison) 


TABLE K 


1985-86 Pool Account 1984-85 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
BeCeiptsi{CoOmmprodUCers..< eee er hc SE ee ER me 645,255 tonnes 712,195 tonnes 
$ $ $ $ 
TIES Va lUC ne tere en Se ee ee ee Lee ee eee rere ae Lt 121,925,659 188.957 135,116,236 189.718 
mitial’paymentsito producers ee ee ee Pa 101,758,993 157.703 111,703,201 156.844 
FSLOSSISULD LUSH eee eee nena ee ee A eee er eee ne NEE Nr ee eth os 20,166,666 31.254 23,413,035 32.874 
Deduct Operating Costs 
TRO RES pot cckiceshandhcb tote nna cere cya tere aat a ara iia hore Annte et ccll Mec ket Nine ine ee (2,036,919) (3.157) (2,527,411) (3.549) 
Interest and depreciation on Wheat Board hopper Cars.............ccccccccccsvesssesveveseeesenvesees 364,047 564 447,320 .628 
WiheatsBoardiadministrativerexpensestmrat eee ee eee 625,606 .970 828,398 1.163 
Total\Operating | Costswtas oe se, Lee Re iy PT ee es ere (1,047,266) (1.623) (1,251,693) (1.758) 
Burplus:on‘ Operations sere. ek ee ee ee Re EU, a 21,213,932 32.877 24,664,728 34.632 
Add. interest earned after October 31 (1984-85 September 30) oo.......ccccccccsceceeesereeee 480,029 744 626,923 .880 
Deduct cosuotuissuingiinalipaymentasn wees eee oe eee Cumer. 10,125 016 7,631 O11 
Surplusiton Distributionitoseroducerssesaeee ee eee ee ee ene ee re 21,683,836 33.605 25,284,020 35.501 


TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR 
PRINCIPAL GRADES OF DESIGNATED BARLEY 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE L 


Initial Final 
Grade payments payments Total 


(dollars per tonne) 


Designated Barley Grades 


No. | Canada Western Six-Row ......... 156.27 28.125 184.395 
No. 2 Canada Western Six-Row ......... 155.00 28.395 183.395 
No. | Canada Western Two-Rov ....... 166.27 38.125 204.395 
No. 2 Canada Western Two-Rov ....... 165.00 38.395 203.395 
INO. ll Feed Six=ROW teccos oats. LSieia 29.125 180.895 
INOs fe Reed! Two-ROW:2- 2 rae 161.77 39.125 200.895 
INO) 2 Feed SIX-ROW: et ones 149.77 21125 177.495 
INO. 2) Feed Two-Row.....25.4... 22800...) 159.77 B25 197.495 
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NOTES TO FINANCIAL STATEMENTS 
The following are an integral part of the financial statements. 


il. 


Accounting policies 


(a) Operating results and valuation of stocks of grain 


The annual accounts at July 31 include the final operating 
results of all pool accounts for the crop year ended July 31 
when marketing operations have been completed before the 
issuance of the annual report for that year. In determining 
the financial results for such pools the accounts of the Board 
at July 31 include: 


(i) the stocks of such grains on hand at that date at the val- 
ues which were ultimately received from the sale thereof 
basis in store Thunder Bay, Vancouver or Churchill; and 


(ii) provision for all expenses incurred or to be incurred 
before the sales proceeds are realized in cash or in bills of 
exchange, including a charge for the portion of administra- 
tive and general expenses to be incurred subsequent to July 
31 but relating to the marketing and accounting for the 
grains in the various pools before they are closed. 


For pool accounts for which marketing operations have not 
been completed before the issuance of the annual report, the 
unsold stocks at July 31 are valued at cost, which is the initial 
price paid to producers, and no provision is made for carrying 
costs, interest, and administrative expenses beyond that date. 
Any debit or credit balance in these accounts is carried on 
the balance sheet. 


(b) Foreign currency translations 


Bills of exchange receivable in United States funds which are 
covered by forward exchange contracts are translated at the 
contract rates. In all other cases, bills of exchange receivable 
and bank loans payable in United States funds are translated 
at the rate of exchange in effect as at the balance sheet date, 
as is also the liability for debentures repayable in United 
States funds. 


Foreign exchange adjustments arising from conversion of 
bills of exchange and bank loans are included in operating 
results. Adjustments arising from conversion of debenture 
debt are amortized over the term of the debentures. 


(c 


— 


Depreciation 


The rates of depreciation being applied are intended to fully 
depreciate assets over their expected lives and are as follows: 


Hopper cars 30 years 
Office building 40 years 
Office furniture and equipment 10 years 
Automotive equipment 2 years 


(to % residual value) 
(d) Administration and general expenses 


Administration and general expenses, except for that portion 
of such expenses attributable to distributing final payments 
to producers, are allocated to the various pool account opera- 
tions to which the services relate on the basis of the relative 
tonnage. Expenses attributable to final payments are 
allocated on the basis of the number of producers receiving 
payments from the various pool accounts. 


. Bills of exchange plus accrued interest 


Of the total bills of exchange receivable, $1,348,265,483 
(1985—$1,499,477,966) represents the Canadian equivalent of 
$976,791 ,627 (1985—$1,111,053,626) repayable in United States 
funds. 
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The balances receivable arise from sales of grain to Brazil, 
Egypt, German Democratic Republic, Haiti, Iraq, Israel, 
Jamaica, Mexico, Peru, Poland and Zambia. The terms call for 
payment in full within 36 months or less from time of shipment, 
except for Brazil, Haiti, Jamaica, Peru, Poland and Zambia 
where the Board, together with the Canadian Government, have 
agreed to reschedule certain receivables beyond their original 
maturity dates. Terms of such reschedulings call for payment of 
interest and the rescheduled debt within ten years. As at July 31, 
total reschedulings amounted to $459,164,319 including 
$35,913,045 which is the Canadian equivalent of $26,032,957 
receivable in United States currency. 


As at July 31, 1986, amounts due and unpaid from Poland total 
$1,927,274,624 which includes the Canadian equivalent of 
$761,301,738 receivable in U.S. funds. Subsequent to the year 
end, the Board together with the Government of Canada con- 
cluded a bilateral rescheduling agreement with the Government of 
the Polish People’s Republic, rescheduling all amounts matured 
and unpaid together with interest accrued thereon for the period 
January 1, 1982, to December 31, 1984, amounting to 
$1,453,356,541 which inciudes the Canadian equivalent of 
$539,059,681 receivable in U.S. funds. In accordance with a mul- 
tilateral arrangement reached between Poland and official credi- 
tors, Poland is presently in the process of negotiating a further 
rescheduling for amounts matured and unpaid during calendar 
year 1985 amounting to $181,851,468 which includes the 
Canadian equivalent of $121,752,728 receivable in U.S. funds. 
The balance of amounts due and unpaid totalling $292,066,615 
which includes the Canadian equivalent of $100,489,329 receiv- 
able in U.S. funds represents accrued interest and principal 
unpaid on the 1981 rescheduled debt, interest accrued and unpaid 
on the 1982-84 and 1985 debt. While certain repayment terms are 
specified in the 1982-84 bilateral Rescheduling Agreement with 
respect to the interest accrued in 1985 and 1986 on this debt, this 
interest is not included in the principal portion of the rescheduled 
debt. 


During the crop year the Government of Canada and other 
creditor nations agreed to a further deferral of certain Zambian 
obligations that had earlier been rescheduled. The bilateral agree- 
ment to reschedule payments due and not paid as at December 31, 
1985, and due and not paid for the period January 1, 1986, to 
December 31, 1986, has yet to be negotiated. The accounts of the 
Board at July 31, 1986, include $10,312,331 which may be sub- 
ject to this rescheduling. 


Subsequent to the year-end the Government of Canada and 
other creditor nations agreed with Brazil to reschedule over a six- 
year period certain obligations due and unpaid for the period 
January 1, 1985, to December 31, 1986. The accounts of the 
Board at July 31, 1986, include $173,699,989 which will be sub- 
ject to the rescheduling. 


Subsequent to the year-end the Government of Canada and 
other creditor nations agreed to reschedule over a nine-year period 
certain obligations owing by Mexico. The accounts of the Board 
at July 31, 1986, include $6,683,517 which is the Canadian 
equivalent of $4,842,076 receivable in United States funds which 
would be subject to such a rescheduling agreement. 


Credit sales are made within limits established by the Govern- 
ment of Canada which guarantees the Board’s borrowings 
incurred to finance such sales, both as to principal and interest. 
Because of these Guarantees the Board does not consider itself to 
be at risk should any of the unpaid amounts prove to be uncollect- 
able; therefore, no provision is made in its accounts with respect to 
the possibility of debtors defaulting on their obligations. 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS—Concluded 


NOTES TO FINANCIAL STATEMENTS—Concluded 


3. Accounts receivable 


Settlement on amounts due on sales completed as at July 31 
were received shortly after that date. Sundry accounts receivable 
consists mainly of freight costs which are recovered on completed 
sales. 


. Covered hopper cars 


The Board purchased 2,000 covered hopper cars in 1979-80 
having an original cost of $90,555,623. Of these 2,000 cars, 29 
cars have been wrecked and dismantled leaving 1,971 still in the 
fleet having an original cost of $89,242,566 with accumulated 
depreciation of $19,338,509 to July 31, 1986. The Board is reim- 
bursed for destroyed cars under an operating agreement with the 
Canadian National Railway. 


. Liability to banks 
Details of liability to banks are as follows: 


July 31 
1986 1985 
$ $ 
Ordinary operations..................... 367,538,849 224,554,171 
Loans to finance credit sales ...... 3,516,739,651 3,683,799,803 


3,884,278,500 3,908,353,974 


Of the total liability $1,344,002,480 (1985—$1,498,429,431) 
represents the Canadian equivalent of $973,703,166 (1985— 
$1,110,276,698) repayable in United States funds. 


The Board’s borrowings are guaranteed by the Government of 
Canada. 


. Debentures payable 


The debentures with a face value of U.S. $50,000,000 were 
issued on December 1, 1982, at a price of $99.50 per $100, and 
bear interest at 1144 per cent per annum payable each December 
1. No principal repayments are required until maturity on Decem- 
ber 1, 1990. Under certain circumstances the Board may redeem 
the debentures in whole or in part prior to maturity. Depending 
upon the particular circumstances giving rise to any early redemp- 
tion, a premium may be payable on the principal amount 
redeemed. 


The debentures are secured by a charge against grain held by 
the Board. 


. Liability to agents for grain purchased from producers 


Grain companies acting in the capacity of agents of the Board 
accept deliveries from producers at country elevators and pay the 
producers on behalf of the Board based on the Board’s initial price 
in effect. Settlement is not made by the Board for these purchases 
until delivery to the Board is completed by its Agents at terminal 
or mill position. Liability to agents amounting to $962,151,232 


(1985—$570,996,143) represents the amount payable by the 
Board to its agents for 6,961,181 (1985—3,600,606) tonnes of 
wheat, amber durum wheat, oats and barley on hand at country 
elevator points and in transit at July 31 for which delivery to and 
settlement by the Board is to be completed subsequent to year-end 
date. 


‘ Liability to agents for deferred cash tickets 


Grain companies as agents of the Board deposit with the Board 
in trust the proceeds of deferred cash tickets issued for Board 
grain. These monies are returned to the grain companies to cover 
producer deferred cash tickets maturing predominately during the 
first days of the following calendar year. 


. Accrued expenses and accounts payable 


This item principally comprises accrued carrying charges, stor- 
age, interest and transportation charges to July 31, 1986, together 
with all other unpaid sundry accounts as at the foregoing date. It 
also includes provisions for all charges relating to the marketing 
of Pool Accounts for Amber Durum Wheat, Designated Oats, 
Barley and Designated Barley for the period from August 1, 1986, 
to completion of operations on October 31, 1986, and for Wheat 
and Oats for the period from August 1, 1986, to completion of 
operations on November 30, 1986. 


. Special account — Net balance of undistributed payment 


accounts 


In accordance with the provision of Section 30 of the Canadian 
Wheat Board Act the Governor in Council may authorize the 
Board to transfer to a Special Account the unclaimed balances 
remaining in payment accounts which have been payable to pro- 
ducers for a period of six years or more. In addition to providing 
for payment of proper claims from producers against these old 
payment accounts, the Section further provides that these funds 
shall be used for purposes as the Governor in Council upon the 
recommendations of the Board may deem to be for the benefit of 
producers. 


. Provision for final payment expenses 


This represents the balance of the Board’s reserve for final pay- 
ment expenses of pool accounts that have been closed. Six years 
after particular accounts have been closed, the remaining reserves 
for these pools are transferred to the special account by Order-in- 
Council. 


. Lease commitments 


The Board, as an agent of Her Majesty in Right of Canada, is 
the lessor of 2,000 covered hopper cars for the Government of 
Canada. All lease costs are recoverable from the Government and 
are not a charge to the operations of the Board. Total payments 
associated with leases in the year ended July 31, 1986, amounting 
to $16,809,962 (1985—$16,728,906) have been recovered by the 
Board. Lease terms are for 20 and 25 years. 
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MANDATE 
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SUMMARY PAGE 


CANAGREX 


To promote, facilitate and, when specifically requested, to engage in the export of agricultural and food products 


from Canada. 


BACKGROUND 


Incorporated in 1983, the corporation began operations in 1984. The government plans to dissolve the corporation 
and transfer its operations to other government departments and agencies. Legislation (S.C. 1987, C. 38) to authorize 
dissolution of Canagrex was given Royal Assent on October 8, 1987. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


c/o Crown Corporations Directorate 
Treasury Board of Canada 

8th Floor, East Tower 

140 O’Connor Street 

Ottawa, Ontario. 

K1A ORS 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable John Wise, P.C., M.P. 
Agriculture 


The Canagrex Act (S.C. 1980-81-82-83, C.152). 


Glenn Flaten 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


At the end of the period 


CL OUU A SSCUS ety ie. aes Ales der hoe 


Obligations to the private sector 


Obligations ta Canadas Pe eee. 
BOR aaa eo tte 


Cash from Canada in the period 


eee CL AG i 8 aac cst ces od anaaocs 
S>non-budgetary Bs.) 48s Ss cesmmndys 


1986-87 1985-86 1984-85 


IY, HORT, 2 0.3 7% 
cubobenis.. saceinteee S00. nil nil nil 
IRE eon eee nil nil nil 
Ret OM i ee 0.2 0.2 1.8 
SISAL PE ate Sn Hl nil nil 5.4 
eee eee ne eee nil nil nil 


1983-84 


0.3 
nil 
nil 

0.2 


0.7 
nil 
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CANAGREX 
AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of Canagrex as at March 31, 
1987 and the statements of operations and surplus and changes in 
financial position for the year then ended. My examination was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered neces- 
sary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of Canagrex as at March 31, 1987 and the results of its opera- 
tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Cana- 
grex Act and the by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 12, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 LIABILITIES 1987 1986 

$ $ $ $ 
Bash: SA ots ed ree, ot BO Syl eee 167,323 286,915 Accounts payable and accrued liabilities ...0.00.0.00000000.... 147,120 
Sccounts receiva ble 5 esas see een eee 895 14,140 


EQUITY OF CANADA 


Surplus ee ere cree er a tte a rin ce a MO ge be 168,218 153,935 
168,218 301,055 168,218 301,055 


Approved by the Board: 
GLENN FLATEN 
HOWARD MALCOLM 
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CANAGREX—Concluded 


STATEMENT OF OPERATIONS AND SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Revenue 
Interest: income ress nee eee eden 12,790 148,123 
Gilarantee fECSi 2c. cand Sete te tee ete 3,450 
12,790 Salsi/s} 
Expenses 
Directorsiteesiandiexpensesemm tee e 3,600 7,703 
Stationery, supplies and library oo... 128 Sole 
ravel-andentertainmenteee ee 30 6,040 
OfficeandlequipmentitentalSsseeten ere 136,624 
[ease termination nr. her eee eee se eee 90,820 
Salariestandi benefits camer tee en. oe ae eee 85,596 
Professional fees te te ccoec roca ec a, 11,295 
Welephonestelexcand postasem -- reccr ne 12,997 
Miscetlancousenscss tc cel eer ee cannes 3,412 
3,758 358,006 
Income from (cost of) operations...............0:::cccee 9,032 (206,433) 
Adjustment on settlement of termination benefits .. (718) 136,132 
Refund of Quebec payroll taxes (Note 3) .............. 5,969 
Gaintonsalecouhixediassetsuw ass. ccme.a renner 27,958 
14,283 (42,343) 
Surplus. bepinning0lgveatew res ee een eee 153,935 1,846,278 
Repayment of surplus to the Consolidated Reve- 
NUCUMUNCE eccrine Rect tee neon ews (1,650,000) 
Surplus, end of year 168,218 153,935 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Operating 
Cash provided by (used in) operating activities 
Cost of operations before interest income ..... (3,758) (354,556) 
Decrease in accounts receivable.................0..... 13,245 3,081 
Decrease in accounts payable..................0.000. (147,120) (288,506) 
Refund of Quebec payroll taxes.......0.0.0.0c.8. 5,969 
Adjustment on settlement of termination ben- 
Clits Re wy eee ee eg (718) 136,132 
(132,382) (503,849) 
Investing 


Cash provided by investing activities 


Interestionibank:GepositS 25 ese eee 12,790 148,123 
Disposaliofsixediassetsmae ee eee ee 102,959 
12,790 251,082 
Financing 
Cash used in financing activities 

Repayment of surplus to the Consolidated 
REVENUCHEUNG Ae wee eee ae (1,650,000) 
(1,650,000) 
Decreaseinicash#fonithe yeatio1c..ce ee ke (119,592) (1,902,767) 
Cash bepinnins Of yeat a caer cect aes ca consent ene 286,915 2,189,682 


Cash; jend of year ooo... Rea Livy seannseeseerersene eee 167,323 286,915 


PUBLIC ACCOUNTS, 1986-87 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. The Corporation 


The Corporation was established in June 1983 under the 
CANAGREX Act and commenced operations in January 1984. 
It is a Crown corporation named in Part I of Schedule C to the 
Financial Administration Act. 

The purpose of CANAGREX was to assist Canadian producers 
and processors to increase their exports of food and agricultural 
products. The Corporation worked with the private and public 
sectors to promote, facilitate and engage in the export of agricul- 
tural products and services and food products and services. 

It was announced by the Minister of Finance, on November 8, 
1984, that the Canagrex programme was to be discontinued. 
Since then the Corporation has been engaged in winding-up its 
affairs. Bill C-42, “An Act to dissolve Canagrex and to amend 
certain Acts in consequence thereof” is presently before Parlia- 
ment and has now undergone second reading in the House of 
Commons. If proclaimed, the Bill will result in the orderly liqui- 
dation of the Corporation. 

Canagrex no longer has any employees. The president of the 
Corporation resigned in September 1985. The Board of Directors 
remains intact to deal with statutory requirements pending the 
dissolution of the Corporation, which is being administered, with- 
out charge, by officials of the Department of Agriculture. 


. Accounting policies 


Interest income, which relates to bank deposits, is recorded on 
the accrual basis. 


. Refund of Quebec payroll taxes 


In September 1986, the Quebec Ministry of Revenue deter- 
mined that the Corporation was not subject to certain Quebec 
payroll taxes. Accordingly, amounts paid in 1984 and 1985 have 
been refunded and accounted for as an unusual item in the cur- 
rent year. 


. Comparative figures 


Certain 1986 comparative amounts have been reclassified to 
conform with the presentation adopted in 1987. 
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SUMMARY PAGE 


CAPE BRETON DEVELOPMENT CORPORATION 


MANDATE 


To operate, reorganize and rationalize coal production from the Sydney coal field. To broaden the economic base and 
develop new job opportunities on Cape Breton Island. 


BACKGROUND 
The corporation’s two divisions were established in 1967 by the Cape Breton Development Corporation Act: 


— Originally established to close down the Cape Breton coal mining industry with minimum dislocation, the Coal 
Division is still the major employer in the Sydney/Glace Bay area. A resurgence in coal demand locally for power 
generation has led to an expanded and modernized industry employing approximately 3,600 people. In addition to 
the Prince and Lingan mines, the corporation operates a coal preparation plant, a complete rail transportation 
system and a shipping pier. A new Phalen colliery will be completed in 1987, increasing the corporation’s annual 
production capacity to over 4 million tonnes. 


— The Industrial Development Division was created to develop alternative employment opportunities and broaden 
the base of the local economy. In conjunction with the Atlantic Canada Opportunities Agency, Enterprise Cape 
Breton and other federal and provincial initiatives, this Division promotes and assists the financing and 
development of industry on Cape Breton Island through a wide range of assistance instruments. 


CORPORATION DATA 
HEAD OFFICE P.O. Box 2500 
Sydney, Nova Scotia 
BIP 617 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Robert R. de Cotret, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion and Science and Technology 
YEAR AND MEANS 1967; by the Cape Breton Development Corporation Act, (R.S.C. 
OF INCORPORATION 1970, C-13); 
CHIEF EXECUTIVE Derek Rance 
OFFICER 
CHAIRMAN Teresa MacNeil 
AUDITOR Touche, Ross & Co. 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


Pa ENS SES tee amr as om ec ecte ee oR E eeA ac oat Ant Gahickioeioahaes 581 454 397 359 

OGIS TIONS LOM Ne DIIVALe SCCLOM G2. ncerscas atoll eae doacsteorevoucatc nil nil nil nil 

POI ONS HON aN ACA gts crate cee wah ecco ed Ulf cal eaeprestie q 3 13 11 

EOLA OM CLS LAE T (ot Une Uaeeiin aneerRaMe ites s TORE SonOUAN esa N, 2 ne a 611 401 335 306 
Cash from Canada in the period 

eee UOT AT Y Berra ere rd ne es Cn cane ee, aa Macn ann cdatss akibasnaateuPane 164 120 108 110 


= MCT ETUC ZS Pee." U1 ie MRR ee Oe SRR Sr 4 (10) Z Ll 
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CAPE BRETON DEVELOPMENT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


We have examined the balance sheet and the statement of equity of 
the Coal Division and of the Industrial Development Division of the 
Cape Breton Development Corporation as at March 31, 1987, and the 
related income and operating statements and the statements of 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


The financial statements of the Industrial Development Division and 
of its subsidiaries have been presented on a consolidated basis. As 
required by the provisions of the Cape Breton Development Corpora- 
tion Act, the financial statements of the Coal Division and of the 
Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial 
position of the Coal Division and of the Industrial Development Divi- 
sion of the Cape Breton Development Corporation as at March 31, 
1987, and the results of their operations and the changes in their finan- 
cial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and its regulations, and the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


Touche Ross & Co. 
Chartered Accountants 
Sydney, Canada 
May 22, 1987 


COAL DIVISION 
BALANCE SHEET AS AT MARCH 31 


PUBLIC ACCOUNTS, 1986-87 


ASSETS 1987 1986 
$ $ 
Current 
BETS Meare CARL oy COREY mite (a8 cane aert tee a 15,738,103 10,315,194 
Accounts receivable (Note 2) sinic.......0c.c-c00e---- 16,662,237 23,873,285 
Inventories, at the lower of cost and net real- 
izable value 
COa rte tor Beecher OO Lae 6 17,921,379 22,818,843 
Operating materials and supplies .................. 16,999,490 12,945,717 
Breparcexpensessny eet ee See hake 75,927 44,287 


67,397,136 69,997,326 


Pixeds(INOte.3) irca capac ers ages Peas ee 486,054,365 360,584,821 


553,451,501 430,582,147 


LIABILITIES 1987 
$ 
Current 
Accounts payable—Trade...0......0..cecccceceeeeees 29,139,356 
Accrued wages and vacation pay ..........cccccc0. 13,005,904 
AACCTUCKICHAn@eS Miacte on Fit eee eee 14,006,335 
Employees: deductions,..3,.0..2 22) eee 5,239,931 
Advances—Government of Canada.................. 71,022,215 
68,413,741 
EQUITY 
Equity.ohkGanada er norte cata ea ee eran ee 485,037,760 
$53,451,501 


1986 


20,419,648 
12,602,795 
125731001 
3,568,282 
2,643,419 


51,965,255 


378,616,892 
430,582,147 


Commitments (Note 4) 
Contingencies (Note 5) 


On Behalf of the Board: 


TERESA MacNEIL 
Director 


MENDEL CHERNIN 
Director 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION 


STATEMENT OF EQUITY 
AS AT MARCH 31 


1987 1986 
$ $ 
Balance at beginning of year o.oo... .ccccececcecececeeeses 378,616,892 315,444,720 
Add: payments by Canada in respect of mining 
losses—Vote 35 (Note 1(a)) .o.c.cccccee- 17,685,203 16,935,853 
payments by Canada in respect of capital 
expenditures—Vote 40 and 40b 
(NGteN(G) ier eee ere 135,597,000 93,662,972 
531,899,095 426,043,545 
DeduciamininglOossesu-eea reese 17,685,203 16,935,853 
depreciation of fixed assets ...................... 29,176,132 30,490,800 
46,861,335 47,426,653 
Balanceatrendiofiveat ai eee rn 485,037,760 378,616,892 
COAL DIVISION 
STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31 
1987 1986 
$ $ 
Revenue 
OOaSaleSeeeteee es Tee nee MER 184,572,097 183,248,861 
Lessaexternalselling expense .....0 ee. 3,838,687 4,295,726 
180,733,410 178,953,135 

Outside railway revenue ........ cc cccccccccceccceceeeceees 3,074,447 2,775,345 

Operating evenucwe sone eee eee 183,807,857 181,728,480 
Operating expenses 

MWiagestand salanicspe este ene ete ee ee 77,267,984 72,218,107 

Holidaysand' vacations see ae eee 8,941,733 10,363,224 

Workerse@ompensation=. «2.5.c1n ieee 8,528,101 8,077,931 

Surcharges!) 403 (MM) Ste. 3be bocrder umes 9. 7,266,685 7,470,296 

Materials. andisuppliesss:t4:nn750)..5052 1.04 19,912,632 23,667,644 

Repalminatenialsis es eeee eee eee 2 ee ne 9,516,682 8,102,346 

BIECEICI DOW elias ee eit. foe. he cere $,303,090 5,192,866 

GrantsainuliewsOtitaxesa wemue Mere eee. |, Dds 20) 2,559,939 

ROVGITICS Sreemh tS ns ey de 605,472 605,285 

Fired heavyrequipment se ee ee, 5,993,396 5,916,792 

Othermexpenses cate. <n een eC 6,228,579 6,436,665 

Purchased andicapital coalae= 2) ane 23,499,110 11,823,656 

DCDLCCIALON Mere rate ke acne eee ene Ev 29,176,132 30,490,800 

Decreasennicoalinventoryes ee 4,897,464 15,270,374 
otal operating EXPeNseS ..cc..-.ccccceesee verses 209,914,380 208,195,925 
Excess operating expenses over operating reve- 

TIN © Ree cee sate Weer A 3, A eee 26,106,523 26,467,445 
BETIS LONI Ge eset es ot a tees aaa a one 15,278,791 14,412,457 
Bre-retirementleave asec. chee eeu 3,466,571 3,650,485 
Workers’ Compensation (Note 1(d))...........000000.. 2,799,996 3,600,000 
Interest and other income ............2c.-.-.se0seeeeeeveenes (790,546) (703,734) 

46,861,335 47,426,653 

Deduct: depreciation not deductible in determin- 
ing mining losses (Note 1(c)) .............. 29,176,132 30,490,800 
Net mining losses for the year o...........ccccccsceeereeees 17,685,203 16,935,853 


COAL DIVISION 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31 


Cash from (for) operating activities 
INetiminin glosses wanes eee nee 
Decrease in non-cash operating working 

Ca pital Sie ee ere eres ee eee 


Cash from financing activities 
Payments by Canada 
In respect of mining losses............0.0.0.0.0.. 
In respect of capital expenditures........... 
Increase (decrease) in repayable work- 
ingicapitalladvanceswe =) see: 


Cash from (for) investing activities 
Purchasejottixediassetsisss a eee 


(Increase) decrease in non-cash operating 
working capital* 
ACCOUNTS TeCcelVablep eee eee 
Goaltinventoryerrrer er eae eee 
Materialninventonyan su eee rere 
Prepaldiexpensese eae ete ne eee 
Accounts payable—Trade.......000....00c 
Accrued wages and vacation pay ............... 
Accrued charsesese: er eese. 5 Seer tester 
Employ.cesmacd UCULON Saeemee te sane eee 


1987 


(17,685,203) 


20,092,789 
2,407,586 


17,685,203 
135,597,000 


4,378,796 
157,660,999 


(155,001,847) 
356,171 


(154,645,676) 
5,422,909 
10,315,194 
15,738,103 


7,211,048 
4,897,464 
(4,053,773) 

(31,640) 
8,719,708 

403,109 
1,275,224 
1,671,649 


20,092,789 


1986 


(16,935,853) 


13,371,407 
(3,564,446) 


16,935,853 
93,662,972 


(10,798,825) 
99,800,000 


(94,159,330) 
496,358 
612,279 

(93,050,693) 

3,184,861 
7,130,333 
10,315,194 


(2,060,970) 
15,270,374 
(1,069,866) 
87,080 
6,860,611 
(741,154) 
(3,689,489) 
(1,285,179) 
13,371,407 


COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 


MARCH 31, 1987 
1. Significant accounting policies 


(a) Financing 


The Corporation is financed by way of votes of the Parlia- 
ment of Canada. These votes are for the purpose of funding 
mining losses and to finance capital projects. 


(b) Inventories 


Inventoriés are valued at the lower of cost and net realizable 


value. 


(c) Fixed assets 


Fixed assets are stated at cost. The Corporation has provided 
depreciation on its fixed assets based on their estimated use- 
ful lives. The Treasury Board of Canada has indicated that 
depreciation should not be provided in determining mining 
losses for Parliamentary appropriation. Accordingly, the 
depreciation provision has been eliminated in arriving at this 


amount. 


(d) Workers’ Compensation 


Cape Breton Development Corporation is in a single pool 
with respect to the Nova Scotia Workers’ plan. Prior to the 
fire at, and closure of, No. 26 Colliery, the expense for 
Workers’ Compensation was allocated to the overhead of 
each operating unit on a formula basis. The Corporation has 
continued this accounting treatment with the exception of the 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


a 


4. 


fixed portion of the expense that would have been absorbed 
by No. 26 Colliery. This item is shown separately on the 
Statement of Income as a non-operational expense. 


Accounts receivable 


1987 1986 
$ $ 

Trade ade eae ore ee EE cove 16,656,770 23,928,237 
Employees ec ee re reece era 105,467 95,048 
16,762,237 24,023,285 

Less: allowance for doubtful accounts ............ 100,000 150,000 
16,662,237 23,873,285 

. Fixed assets 
1987 1986 
$ $ 

MinganiGollicnyenmea sts ee ence 153,454,909 136,690,740 
Prince Collictyct ese naen are feces 100,781,496 91,690,525 
Donkin-Morien Colliery .............ccccceceeee 80,920,142 72,437,092 
halen Collicnye Gee fe excor-cs cared cet eceerae 147,997,987 60,522,071 
@oal'PreparationiRlant--4)2.221tec tee 84,247,324 60,464,896 
Devco RailWaveicee sete rere ena: 74,007,251 67,139,009 
Garbo pe lixserierre reer sec csc caeteet oasis 4,082,155 2,719,620 
Other fixed’assets, «ccc ccna eee 37,461,975 36,643,610 
682,953,239 528,307,563 

Accumulated depreciation (Note 1(c)) ...... 196,898,874 167,722,742 
486,054,365 360,584,821 


Included in fixed assets above is $80,920,142 of cumulative 
costs to March 31, 1987 on the Donkin-Morien Colliery develop- 
ment project. The Corporation has evaluated the viability of the 
overall project, taking into consideration the economic, commer- 
cial and strategic considerations with regards to the substantial 
costs involved in completion of the underground development of 
the colliery to realize commercial production. It has decided to 
maintain the completed access tunnels to ensure the future benefit 
of the funds expended. As these assets are not presently in use the 
Corporation has decided to provide for nominal depreciation com- 
mencing in the March 31, 1988 fiscal year. 


Commitments 


(a) Commitments on capital projects include the following: 


Approximately $14,314,000 for underground mining equip- 
ment 
Approximately $1,563,000 for other facilities 


(b) In May, 1984, the Government of Canada committed to the 
development of the Phalen Colliery. The total development 
costs are anticipated to be approximately $184,400,000 with 
$36,400,000 anticipated for approval for the 1987-88 fiscal 
year. 


(c) The Corporation leases the General Mining Building which 
houses the offices of the Coal Division. The lease is for a 20- 
year period, commencing June, 1984, with lease payments of 
approximately $1,200,000 per annum, at a current interest 
rate of 10.0%. The annual lease payments fluctuate with 
changes in the lessor’s mortgage interest rates. 


5. Contingent liabilities and claims 


(a) On February 13, 1981, an explosion occurred on board a ves- 
sel carrying a shipment of coal supplied by the Corporation. 
As at March 31, 1987, an action has been commenced by the 
claimant which the Corporation intends to oppose as to the 
entire claim, and accordingly no provision for any possible 
claim is included in the financial statements. 


(b) The Corporation self insures against the potential loss of 
underground assets and for a portion of its liability insurance. 


. Long-term sales agreement 


The Corporation has signed an agreement with the Nova Scotia 
Power Corporation which calls for the delivery of a substantial 
portion of the Corporation’s coal production io the Power Corpo- 
ration. The agreement expires in the year 2010. 


. Pensions 


An actuarial valuation of the Corporation’s Non-Contributory 
Pension Plan as at December 31, 1985 indicated an unfunded 
actuarial liability of $62,400,000. No provision for this liability 
was included in the accounts as at March 31, 1987. The minimum 
annual amount required for past and current service, including 
pension payments, will be approximately $11,100,000 in each year 
from 1987 to 1992, $6,200,000 in 1993 and $5,500,000 from 1994 
to 1997. 

The Corporation is funding current pension payments of 
approximately $14,800,000. Should current pension payments in 
any year be less than the minimum annual amount required, the 
balance will be funded by the Corporation. 


. Income taxes 


The Corporation will be applying for refundable investment tax 
credits in respect of qualified expenditures incurred and qualify- 
ing assets purchased after April 19, 1983. The Corporation esti- 
mates the refund to be approximately $13,000,000. This amount 
has not been reflected in these financial statements and will be 
recorded as a reduction to the related expenditures or assets when 
received. 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED BALANCE SHEET 
AS AT MARCH 31 
ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
Cast eet ries, see reenans einy, WO ayaa 1,413,820 1,476,368 Accounts payable 2553s tsseernnsisar tensa 1,465,668 652,321 
Accounts and interest receivable ...............ccccce. 923,735 632,784 EQUITY 
Receivable from Province of Nova Scotia............ 33,174 ; 
Rectivableiiront Goverment of Canada... 3,800,000 Egquityiol:Canadavercrc creer cinch cea ee 25,999,012 22,638,552 
Inventories; (INOfe 2 (G))) sees ee meee eee 231,607 207,773 
Brepaidiexpenses Aeercce prensa ere. Serer ees 36,238 19,806 _ 
2,638,574 6,136,731 
Loans and investments 
EE OaNSRie. ct Ore Febery, sree Ce thee MPS ee 7,892,993 3,064,858 
ENVEStINENtS 28 ee ecert oay aedntes eee dott ra ee 321,891 371,980 
8,214,884 3,436,838 
mixed (Notesi2 (>) landers) faye, cc eres 16,610,323 13,716,405 
Other 
Deferredichargesm mute censtre nee ese 899 899 
27,464,680 23,290,873 27,464,680 23,290,873 
Guarantees (Note 4) 
Commitments and Contingency (Note 5) 
On Behalf of the Board: 
MENDEL CHERNIN 
Director 
TERESA MacNEIL 
Director 
INDUSTRIAL DEVELOPMENT DIVISION INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED STATEMENT OF EQUITY CONSOLIDATED OPERATING STATEMENT 
AS AT MARCH 31 FOR THE YEAR ENDED MARCH 31 
1987 1986 1987 1986 
$ $ $ $ 
Equity at beginning of year. .........0.:..ccccccecscecsece0e-- 22,638,552 19,655,455 Development and operating expenses 
Payments during year from Government of Industrial operations and assistance..................... 1,529,575 1,777,582 
Canada—Vote 45 (Note 1) ....ccccceccceeceeseesersseeeeeee 10,600,000 9,500,000 Tourist operations and grants ...........0....ccccccccceees 1,162,652 1,192,916 
33,238,552 29,155,455 New business development assistance.................. 2,497,760 1,572,405 
Deduct: net operating Expenses ............cccececeeeeeeeeeeees 7,239,540 6,516,903 Marine farming operations Weert eeeereeeeeeeeneeeerenens 38,175 247,031 
Sruivatcnd Gliese Real estate operating COSts ...........:.cccceeeeeeeeee 923,387 773,770 
St aa F bed $B OES, pepe 38,552 Community planning and projects .............0..00.. 175,500 ‘1,815,500 
Primary production operations .................c000005 481,983 436,319 
Scholarships and apprentice programs ................ 28,500 29,736 
Loss (Gain) on disposal of fixed assets ................ 198,442 (1,966) 
7,035,974 7,843,293 
Administration expenses 
SAlATICS eee eee ee eee ene eens 736,994 927,402 
Office and miscellaneous expenses ..................000:. SPEEOUE 312,578 
Professionalifeesmeesme treet cree tenn ee 68,416 66,933 
Travelling éxpensesshe ates. Oe. St Bee: 34,459 75,884 
1,399,242 1,382,797 
Depreciation and amortization ....0.0...0....0ccccceeeee 1,354,626 1,535,613 
Provision for unrecoverable loans and receivables . 1,238,875 (199,805) 
2,593,501 1,335,808 
Total operating expenses for the year ................0..... 11,028,717 10,561,898 
Revenue 
Touristoperationses— ne ee 1,271,082 1,134,258 
Realiestate'rentals ee oo a ee 1,104,025 1,304,552 
Industrialioperationsccs ee cen ee eee 563,583 546,970 
Interest Meer eet ee ere re eee 763,195 749,573 
Marine farming operations. .................c.cc:ccceeeeeee 250,225 
Primary production operations ................0:c0ce 87,292 59,417 
3,789,177 4,044,995 
INcHOperatingiexpenses et weer eee 7,239,540 6,516,903 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 


Cash from financing activities 
Payments by Canada—Vote 45.00.00... 


Cash for operating activities 

INetioperating expenses sess e ttc ee 

Charges (credits) not affecting cash 
Depreciation and amortization ...................... 
TOans fOr Qivenymeces cere teen eet Sete ares 
Loss (gain) on sale of fixed assets ................. 
Provision for (recovery of) doubtful 
ACCOUNES Heer erent ene ce cma 


(Increase) decrease in non-cash operating work- 
IN PICA Pita lee wc nee eee ea ee nee ee 


Cash for investing activities 
Poantrepay mentsmecrecancect semen ater 
Woanrd raw GOWNS retestetne eretece penn seers 


Iricrease;(decrease) iin cash se eee eee 
GCashratabe pinning Olea tne «eee eee 


Cashratendiolivedten cermin reas 


(Increase) decrease in non-cash operating work- 
ing capital* 
ACCOUNTS LECELV ADI Cha er cee ere nee een 
Inventoriesnis reste eee 
Prepaidiexpenses eraenere seat eeeee, 
Accountsipayablerem ee ere ee, ee 


1987 


10,600,000 


(7,239,540) 


1,354,626 
164,683 
198,442 


1,364,696 
(4,157,093) 


4,248,956 
91,863 


162,556 
(7,120,551) 
(4,868,370) 

426,865 
45,089 
(10,754,411) 
(62,548) 
1,476,368 
1,413,820 


3,475,875 
(23,834) 
(16,432) 
813,347 

4,248,956 


INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1987 


1. General policy 


1986 
$ 


9,500,000 


(6,516,903) 


1,535,613 
77,385 
(1,966) 


(317,835) 
(5,223,706) 


(2,417,797) 
(7,641,503) 


988,244 
(2,047,441) 
(815,638) 
380,720 
(4,417) 
(1,498,532) 
359,965 
1,116,403 
1,476,368 


(2,919,341) 
199,939 
6,096 
295,509 


(2,417,797) 


The mission of the Industrial Development Division, as stated 
in the approved five year plan (1985-86 — 1989-90), is to support 
the establishment and maintenance of viable enterprises on Cape 
Breton Island, thereby improving the economic base and employ- 
ment opportunities on the Island. In accomplishing these objec- 
tives, the Corporation makes loans and investments, the amounts 
of which may be in excess of those which would be available 
through normal commercial sources. The Corporation also makes 
grants to assist enterprises which are considered likely to make a 
substantial improvement to the development of Cape Breton 


Island. 


The Industrial Development Division is financed by way of 


Vote of the Parliament of Canada. Parliament voted $10,600,000 
for this purpose during the fiscal year ended March 31, 1987. 


2. Significant accounting policies 
(a) (i) Basis of consolidation 
The financial statements of the Industrial Development Divi- 


sion include the results of the Division and all its subsidiaries 
as explained below: 


Corporation Company 


Interest Year end 

Darr (Cape Breton) Limited (Real 

Estate) Snes Se ae BOR oe 100% Dec. 31 
Cape Breton Marine Farming Limited 

(Inactive) ¢.eeeen rine ee es 100% March 31 
Whale Cove Summer Village Limited 

(Tourist Accommodations) ................. 62.5% March 31 
Dundee Estates Limited (Tourist 

ACCOM MOda tions) peace) eee 100% March 31 


(ii) As the financial statements of Whale Cove Summer Vil- 
lage Limited report a deficit equity position as at March 
31, 1987, and the minority interest in losses to date have 
been absorbed against the total of the minority invested 
capital, the losses of this company are included in the 
consolidated net operating expenses. As a consequence, 
no minority interest for this subsidiary is shown in the 
consolidated balance sheet. 


(b) Fixed assets 


Fixed assets are recorded at cost. The cost and related 
depreciation of items retired or disposed of are removed from 
the books and any gains or losses are included in the con- 
solidated operating statement. Depreciation is provided on 
the straight-line method using rates based on the estimated 
useful lives of the assets generally as follows: 


Buildings Up to 20 years 

Equipment 4 to 10 years 

Vehicles 3 to 4 years 
(c) Accounting policy—Certain subsidiaries 


The statements of Dundee Estates Limited include notes 
indicating that their statements have been prepared on the 
assumption that the company can continue to operate as a 
going concern, which assumption depends on the continued 
financial support of Cape Breton Development Corporation. 


(d) Inventories 


Inventories are valued at the lower of cost and net realizable 
value, with cost determined on a first in, first out basis. 


3. Fixed assets 


1987 1986 
$ $ 
Rental facilities: a. tc ee ees 9,869,708 6,236,487 
Touristifacilities 64745001) oe 6,733,689 8,503,872 
Primary industry facilities... cccuscc-sceces eee 35.259 1,730,627 
Secondary industry facilities .........0..00.000... 7,673,106 7,215,937 
26,011,756 23,686,923 
Less: accumulated depreciation ................0... 9,401,433 9,970,518 


16,610,323 13,716,405 


The four categories of fixed assets shown above each include 
land, buildings and equipment. 
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CAPE BRETON DEVELOPMENT CORPORATION—Concluded 
NDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


4. Guarantees 


During the 1976 year, the Corporation guaranteed the repay- 
ment by Sydney Steel Corporation of that corporation’s 
$70,000,000—11%4% Series D Debentures and the repayment of 
interest thereon. These funds were borrowed by Sydney Steel Cor- 
poration for the purpose of financing its plant rehabilitation pro- 
gram. The balance of the outstanding debentures has since been 
reduced to $38,010,000. 

The Corporation in 1971 guaranteed the repayment of bank 
advances to Stora Kopparbergs Bergslags Aktiebolag. This guar- 
antee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $7,500,000. 

The Corporation made the guarantees for and on behalf of Her 
Majesty the Queen in right of Canada; therefore, any amounts 
required to be paid shall be paid out of the Consolidated Revenue 
Fund of Canada and not out of funds of Cape Breton Develop- 
ment Corporation. 


5. Commitments & Contingency 


(a) As at March 31, 1987, the Industrial Development Division 
of the Corporation was committed to expenditures and loans 
over and above the amounts included in the financial state- 
ments at that time, totalling $5,300,000. 


(b) The Corporation entered an agreement to lease premises in 
Commerce Tower, effective May 1, 1987, to provide office 
space for the Industrial Development Division and Enterprise 
Cape Breton. The lease is for a five year period with lease 
payments of approximately $252,000 per annum. 


(c) For the fiscal year ending March 31, 1988, Parliament has 
voted $10,600,000 to the Industrial Development Division 
but has reserved $3,910,000 of this amount pending the com- 
pletion of a formal memorandum of agreement between 
Enterprise Cape Breton and the Corporation, which agree- 
ment must also be approved by Treasury Board. 
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SUMMARY PAGE 


DEFENCE CONSTRUCTION (1951) LIMITED 


MANDATE 

To contract for and supervise major military construction and maintenance projects required by the Department of 
National Defence; to provide technical and administrative assistance concerning construction matters to government 
departments and agencies on a cost-recovery basis. 


BACKGROUND 


The corporation has been in operation since 1951. 


CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Riverside Drive 
Ottawa, Ontario 


K1A 0K3 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1951; by the Defence Production Act (R.S.C. 1970, D-2); continued 
OF INCORPORATION under the Canada Business Corporations Act, November 21, 1978 
CHAIRMAN AND CHIEF J.R. Lorne Atchison 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 | 
At the end of the period 


gS 1 SS Ss a ane aan Rel eee nae Steet emer rn Les 2.6 22 1.0 

Obboations.to. Lhe private Sector Ciscarisieie danas ete. ce: nil nil nil nil 

Obligations to: Gana da ics 222 wens ieeed, Dost tA toe Ro herd 0.3 1.4 nil nil 

Bouity of Ganada® 20198 Cees eth A Be OE asiese cee (2.9) (3.1) AS (37) 
Cash from Canada in the period 

peer UU DLAI ck che R eg cBs eh tec a neta Seen, eae nmarmerias es 132 14.3 14.5 12.9 


=< mon-nudgetaryas Lncal veer snd Leash SORT co naan secstcces nil nil nil nil 


> 
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DEFENCE CONSTRUCTION (1951) LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Defence Construction (1951) 
Limited as at March 31, 1987 and the statements of operations and 
deficit and changes in financial position for the year then ended. My 


_ examination was made in accordance with generally accepted auditing 


standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 


_ have come to my notice during my examination of the financial state- 


ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Defence 
Production Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


May 22, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 
$ $ 
Current 
Keachie ae eaee Se Seahorse rena aa corse bea th aed on Bide 1,163,349 2,211,938 


Accounts receivable from government departments 


and agencies 11,424 21,718 


CHING? aasieasst oh ieee ee ni a aS ee ON 23,785 59,985 
1,198,558 2,293,641 

Fixed, at cost 
HuahiCune.and equipment wen ese ewe: eek coe ee, net 1,029,803 920,399 
Less: accumulated depreciation ............ccccccceceeseseseees 734,031 618,747 


PIMP) KON SSY 


1,494,330 2,595,293 


Approved by the Board: 


J.R. L. ATCHISON 
Director 


L. E. DAVIES 
Director 


LIABILITIES 


Current 


Accounts payable and accrued liabilities 
Due to Canada 


CAPITAL STOCK AND DEFICIT 


Capital stock 


Authorized—1,000 shares of no par value 


Issued—31 shares fully paid 


Deficit (Note 5) 


1,083,149 
343,074 
181,784 


1,608,007 
2,801,391 


4,409,398 


31 
(2,915,099) 
(2,915,068) 

1,494,330 


201 


1,175,249 
1,394,606 
212,567 


2,782,422 
2,875,300 


5,657,722 


31 
(3,062,460) 
(3,062,429) 

25595;293 
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DEFENCE CONSTRUCTION (1951) LIMITED—Continued 


STATEMENT OF OPERATIONS AND DEFICIT NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1987 MARCH 31, 1987 
1. Authority, objectives and operations 
1987 1986 The Corporation was incorporated under the Canada Corpora- 
$ $ tions Act in 1951 and is continued under the Canada Business 
Expenses Corporations Act, pursuant to the authority of the Defence Pro- 
Salaries soma alee ee ca erator 9,160,516 10,130,929 duction Act, to contract for major military construction and 
Employee benefits ..........:.cs:csssssssssessssseeteessesseees 1,146,510 1,209,093 maintenance projects required by the Department of National 
iiravelandinemOvalevee eee te te eee 672,623 794,811 Defence. The Corporation is a Crown corporation named in Part I 
Office accommodation .............:.:c.cccesesseeeeeeeeeeee 481,239 494,229 of Schedule C to the Financial Administration Act. The Corpora- 
Telephone 2.22.0, RB Mikes ete hea 279,757 277,750 tion is not subject to income taxes. 
Advertising 00... bere ae ROC REL EROSOOOREe 208,843 162,466 The Corporation’s principal functions in the field of construc- 
Ate express and rei git. sscessescoesneste ADEE ee tion management are to obtain tenders, make recommendations 
ice supplies and maintenance................... 175,696 159,417 ’ i 
Dic preciatiOn tt OR ee ic escvatercmssnaserrcienn 129,613 126,680 regarding proposed awards and to award and administer con- 
Professional Services ..........:c:cccssssseseseseeveeree 113,523 118,283 tracts. As an integral part of its responsibility for contract 
Rentallotimachineny ee 112,289 118,843 administration, the Corporation inspects the work to ensure com- 
Training and professional development ............ 109,044 49,896 pletion in accordance with the contract and certifies contractors’ 
Others cere et ae ee eee ee el vai argos aes 43,359 35,356 progress claims for payment from funds of the Department of 
12,834,632 13,856,982 National Defence. It also engages architectural and engineering 
Recoveries of expenses (Note 6) .......:cccccceceen 125,067 168,720 firms to prepare plans and specifications in accordance with the 
Gostiofioperationsp mers eet een erence 12,709,565 13,688,262 requirements of the Department of National Defence. It may pro- 
Parliamentary appropriations oe Si eoaneccay mdeuweseseruancd 12,856,926 13,773,125 vide technical and administrative assistance on construction mat- 
Excess of parliamentary appropriations over cost ters to other government departments when required. 
OlOPeTAtlONSs esac eee eee omen ter ee eer 147,361 84,863 
Deficit at beginning of the year ...cc.cccc.sscsssseeeee 3,062,460 3,147,323 2. Significant accounting policies 
Deticitatrendoluthenyeataee se ee eee 2,915,099 3,062,460 Expenses 
The accounts of the Corporation reflect only the administrative 
expenses incurred in procuring the construction and maintenance 
of defence projects on behalf of the Department of National 
STATEMENT OF CHANGES IN FINANCIAL POSITION Defence and in procuring the construction of such other projects 
FOR THE YEAR ENDED MARCH 31, 1987 SAI STAN CASS) LE Bx 
Depreciation 
ee Depreciation is provided by the straight-line method over five 
1987 1986 years. 
$ $ Employee benefits 
Financing activities Employee benefits are expensed when earned by employees. 
Parliamentary appropriations.................. 12,856,926 ISB 125 Pensions 
During the year, the Corporation made payments of $513,050 
Operating activities ($549,937 in 1986) in respect of current contributions to the Pub- 
Reported cost of operations ..................... 12,709,565 13,688,262 lic Service Superannuation Account of the Government of 
Provision for employee benefits............... (262,818) (582,030) Canada. The Account is actuarially valued every five years. The 
Depreciation. ....-.ssseorsrnseesecsreesinseriiesee (129,613) (126,680) Corporation’s contributions and recorded liabilities are limited to 
Gain on sale of fixed assets .................00.. 1,686 . ‘ . . 
icchinercase hl decrease aiimnone ch the matching of the current and certain arrears contributions of 
working capital balances related to employees. The Corporation is not required to make contributions 
pera lions ® ule kek laa 1,127,921 (1,833,667) with respect to actuarial deficiencies of the Account. 
Cash applied to operations..................004. 13,446,741 11,145,885 Parliamentary appropriations 
Employee benetits \paidiee.... ee 338,425 618,440 


The cost of operations is funded by parliamentary appropria- 


a planer se BORN NES cao BN TES NOON DEPAUL CE e tions through the Department of National Defence Vote 15 to the 
nvesting activities i 
Acquisition of equipment..................00.... 124,578 112,289 ontent Ol nét annual cash requirements, 

Disposal of equipment... (4,229) 3. Contractors’ security deposits 
Cashainvested ae. eee te Ba ed peek eee 120,349 112,289 
(Decrease) increase in cash during the 

Mae Gust, Gees, 3 ieee eae Wel (1,048,589) 1,896,511 __ 1987 ae, 178G 
Cash at beginning of the year...................... 2,211,938 315,427 $ $ 
Cashatendiofthesyearmnn... es ene 1,163,349 2,211,938 Bid: depositss cece. c oer ere aes aes ncr eee 144,534 114,220 
* Consisting of changes in receivables, other assets, accounts payable and Deposits on plans and specifications.................-. aheo8 98a 


accrued liabilities, and contractors’ security deposits. 181,784 212,567 
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DEFENCE CONSTRUCTION (1951) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


4. Provision for employee benefits 9. Supplementary information 
The Corporation’s contracting activity on behalf of government 
1987 1986 departments and agencies is summarized below: 
$ $ 
TUTTO O LEVITT a sacar ic detaacciossdsmotcenn sdooonecenssess 2,503,721 2,594,083 1987 1986 
Ieiferinsurancess. seen arate we eae ee). ety tree 95,881 79,327 (in thousands of 
urlou ghabenelits ct btsay ate Re org Recetas ser rnin 201,789 201,890 dollars) 
2,801,391 2,875,300 A tak 
pa a Pe ee Contracts in progress at beginning of the year............. 491,880 404,755 
Contractsawarded bane ae ee ae 265,878 253,221 
5. Deficit 757,758 657,976 
Contractsicompletedtan) eee ee ee 235,286 166,096 


The deficit of the Corporation is comprised primarily of the 
liabilities for employee benefits which will require funding from 
parliamentary appropriations in future years as they are paid. 


Contracts in progress at end of the year ...........0........ 522,472 491,880 
Payments on contracts in progress at end of the year.. 388,303 366,931 
Work outstanding on contracts in progress at end of 

PaRecoveriesot expenses thelyearienre ese eel nen eN ee Tee tear, oan un 134,169 124,949 


The Corporation provides certain technical and administrative 
. . Tl.) Sr SS 
assistance to the Department of National Defence and other gov- 


ernment departments and agencies on a cost-recovery basis. As at 
March 31, 1987, accounts receivable for recoveries were $10,999 
(1986—$21,288). 

During the year, in the normal course of operations, the 
Department of National Defence provided office space free of 
charge for 163 employees of the Corporation. 


7. Lease commitments 


The Corporation leases certain equipment and accommodation 
in the performance of its operations. The future aggregate mini- 
mum lease payments are: 


Year ending March 31 $ 
LOS Sie ecaeee eee. Centr te ee me ye err Re ees 62,372 
1989 res er meeer ORS Cah iene Mtat hh eta’. oR on eo: 53,987 
NNER XO) eset aes co dahe acts Cece rani Rit beth Bona Li, can. be sleds ree Rates 26,937 

143,296 


8. Contingencies 


Claims aggregating approximately $5,870,000 in respect of 
contractual obligations have been received by the Corporation, 
but are not reflected in the accounts. In the opinion of manage- 
ment and legal counsel, the position of the Corporation is defen- 
sible, however the final outcome of such claims is not determi- 
nable. Any settlements resulting from the resolution of these 
claims will be funded through parliamentary appropriations of the 
Department of National Defence, in the year in which the settle- 
ments occur. 
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SUMMARY PAGE 


EXPORT DEVELOPMENT CORPORATION 
MANDATE 
To facilitate and develop export trade by the provision of insurance, guarantees, loans and other financial facilities. 
BACKGROUND 


Funding from Canada for Corporate Account transactions is provided by loans and equity infusions, but the growth 
of the corporation’s business in recent years has been financed mainly by its borrowing in the private markets. Apart 
from its corporate activities, EDC administers for Canada certain export financing transactions considered to be in 
the national interest for Canada, including those made pursuant to section 31 of the Export Development Act. 


CORPORATION DATA 


HEAD OFFICE 151 O’Connor Street 
P.O. Box 655 
Ottawa, Ontario 
KI1P 5T9 
STATUS —Schedule C, Part I 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Patricia Carney, P.C., M.P., 
Minister for International Trade. 
DEPARTMENT External Affairs 
YEAR AND MEANS 1969; by the Export Development Act, (R.S.C. 1970, E-18). 
OF INCORPORATION 
CHIEF EXECUTIVE Robert Richardson 
OFFICER 
CHAIRMAN V.E. Daughney 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1986 1985 1984 1983 
(restated ) 
CORPORATE ACCOUNT 
At the end of the year 
OAL ASSCtS a cere Retr a ST ee | eee a ee 7,176 7,296 6,635 6,063 
Obbeations to the private sector“s.acie ne eee ATE 4,948 4,431 3,697 
Obligations to: Canad an.sis.c scat ae 80 154 258 376 
Bquity oftGa nada sesccscssiyerserceicg ltt asc ket A 898 896 855 769 
Cash from Canada in the year 
sr OULU SC LAN Water nian ttn ter ceerolscecehinebertbc hina seheees Mati nil nil nil nil 
SION DUO ROLATY cc occ etic eT ee td. nil 37 79 116 
CANADA ACCOUNT 
At the end of the year 
Canada funds administered ..<..0)5..9 4 oe ee 880 1,142 1,061 900 


* Obligations to the private sector reported here have been reduced by the amount of EDC’s cash and marketable 
securities (1986, $1,094 million). 
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EXPORT DEVELOPMENT CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of Export Development Corpora- 
tion as at December 31, 1986 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Export 
Development Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 25, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


—————— SS ————==<=<={£xK£*_*_**x{*=c*c___>_>_>yx»xL»y»yESEE=— 


ASSETS . 1986 1985 LIABILITIES 1986 1985 
Loans receivable (Note 2) Loans payable (Note 3) 
LOTS aie, Ree Oe Se OR, et Pt ee 4,704,165 5,111,485 EON B= COnil eee ee teats eee ee ON en SUR ts ae 3,569,766 3,906,655 
SNOUT T Deceit ied ccna! aati tnt canal Cilady. 1,118,842 964,741 Short-termiek fo Vechten Core pond ned aie. 2,330,999 2,115,917 
5,823,007 6,076,226 ACcrucdinteresti men) omens ons a ee a ence 214,143 200,764 
NCCIICGINeEnestiang [ccs ee ets Cr meeeen we cee 305,945 308,691 6,114,908 6,223,336 
6,128,952 6,384,917 Other liabilities and deferred revenues 
Less: allowance for losses on loans ............ccccccseeceeeseees 136,366 105,257 Accounts payablea.t.0s.1..ctaaeeaet: Bs oleatyaes, 8,122 19,464 
5,992,586 6,279,660 Deferred revenues and other credits ...............0cc0000000-- 121,752 127,030 
Allowance for claims on insurance and guarantees ... 33,411 30,251 
Cash and marketable securities 163,285 176,745 
Cash and short-term deposits ....0..0......0c.cccccceceseeseeeveeee 523,212 629,021 
Marketable securities (market value: 
1986—$571,138; 1985—$291,465) ooo. 570,554 291,275 
PNCCLUCCANLCLCSU Mat eth fr One ee ere ce ten eter meme: 12,494 10,453 


1,106,260 930,749 


Ber sasets SHAREHOLDER’S EQUITY 


Unamortized debt discount and Sharercapitali(Note:4 escent ree ae 697,000 697,000 
ISSIIETEX PENSES cute ausie. so Axe ees sic $0,537 56,477 Resenvestomcontin SenClese = erin tenn cee een 25,000 

OUTS? ek ole en Oe Oe Re Ee 26,756 29,252 Retainedicarnnings twee eee ieee ee 175,946 199,057 

77,293 85,729 897,946 896,057 

7,176,139 7,296,138 7,176,139 7,296,138 


Commitments and contingent liabilities (Note 5) 
Approved by the Board of Directors: 


R. L. RICHARDSON 
President and Chief Executive Officer 


B. A. CULHAM 
Senior Vice-President, Finance and Treasurer 
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EXPORT DEVELOPMENT CORPORATION— Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) 


Loans and guarantees 


Interested rede. een er ete en ats, 


Interest expense 


on Pate niece np eee tere ed eee ee eh 
SHORE TEM ee eee we ek Se ek oe au cece enconthaels 


Insurance and guarantees 


Premiumsrandifeesiearned) 2 eee 
lnvestmentunterestieannedaeeees terete eee ee 


ProvistonwOomClatinseamescsets pee eerie hee ee 


Incomexirom Operations ee ceee ee ene ern ete 
AdministrativeexpenseSsei ss eee eee meee 


INGUINCOMG heer ece oe te re ck ee ee eee ee 


Retained earnings 


Besinning Oley Ga tse occckcccc suet ansomacaeisveteeoe 
Less: transfer to reserve for contingencies ................. 


Endsoiyea tt. 10S. Seer a ee? At. en runes 


1986 


Berit 556,540 
aria 26,650 
re T3183 


654,503 


re 493,131 
eee 104,257 
cae 36,265 


633,653 
20,850 


Pane, 17,439 
eee 4,909 


22,348 


ee 7,200 


15,148 


nate 35,998 
shire 34,109 


are 1,889 


Roe 199,057 
pte 25,000 


Eee 175,946 


1985 


573,220 
23,568 
67,357 


664,145 


481,086 
138,273 
21,618 


640,977 
23,168 


16,490 
4,877 


21,367 
6,781 


14,586 


37,754 
33,243 


4,511 


194,546 


199,057 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) 


Operations 

INCL INCOME: cacecepee, Ate eR See, Ase TRE 

Items not affecting cash 
Provision for claims and losses on loans........... 
Amortization of fees and premiums ................. 
Decrease (increase) in accruals of interest 
ANG LCS blake aed: s. ote eer eee, 
Reschedulingiofanterest.. ee aeei ae eee 
Rees anid: premilimsimeCelved atau ee eee 
Other'chan gessemetnat setts ic ene ee 


Boansrecetvabledisbursedi 1a t.0:-05.. see 
oans recelvablemepaldie ra 11 --en-sy. cre ener es 


Cash provided from (used in) operations......... 


Treasury 
Issue-ofilong-tenmnidebt,2......- eerste ee 
Repayment of long-term debt ..........00.00.00... eens. 
Increase (decrease) in short-term loans payable . 
[Sstie ohshare,ca pital eee s cree tens neces cscs 


Cash provided from (used in) financing........... 


Increase (decrease) in cash and marketable 
securities ... 


Cash and marketable securities 
Beginning of year 


End of7yearinc..x.: 


1986 


1,889 


43,465 
(36,198) 


13,734 
(53,320) 
47,224 
(40,967) 


(24,173) 
(627,422) 


888,851 
237,256 


572,104 
(578,956) 
(56,934) 


(63,786) 


173,470 


920,296 
1,093,766 


1985 


4,511 


28,399 
(33,510) 


(12,437) 
(29,239) 
42,891 
(19,460) 
(18,845) 


(819,980) 
644,759 


(194,066) 


980,291 
(628,795) 

20,109 

37,000 


408,605 


214,539 


705,757 
920,296 
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NOTES TO FINANCIAL STATEMENTS 


1. Summary of significant accounting policies 


These financial statements are prepared in accordance with 
accounting principles generally accepted in Canada, consistently 
applied, and conform in all material respects with international 
accounting standards. A summary of significant accounting poli- 
cies follows: 


Marketable securities 


Marketable securities are valued at the lower of cost and mar- 
ket value as at the balance sheet date. 


Allowance for losses on loans receivable 


The allowance for losses on loans is based on a review of collect- 
ibility of all outstanding loans to sovereign and commercial bor- 
rowers. In respect of this review, the Corporation recognizes that 
the future economic and political conditions in some of the coun- 
tries where the Corporation has made loans are subject to varying 
degrees of uncertainties and pressures. Accordingly, delays in the 
repayment of principal and interest may occur from time to time. 

In the case of loans made to or guaranteed by sovereign borrow- 
ers, that is the governments of countries or their agencies, pay- 
ment delays are not necessarily indicative of a future loss requir- 
ing an allowance. Sovereign entities and their international 
financial obligations do not have commercial mortality, and the 
international system does not allow the unilateral denial of a sov- 
ereign obligation. Furthermore, the international system provides 
several mechanisms and institutions through which countries fac- 
ing repayment difficulties can effect remedial measures in agree- 
ment with their creditors. Therefore, except in the rare instance of 
a write-off of asset value agreed to by creditors, the ultimate col- 
lectibility of a sovereign obligation, and thus its asset value, is not, 
in the opinion of management, subject to question although delays 
may have to be accepted. 

It is the policy of the Corporation to charge to income, in addi- 
tion to any specific provisions made as a result of the review of the 
outstanding loans, an amount sufficient to maintain an 
accumulated non-specific allowance proportionate to the total 
loan principal and interest receivable for which no specific provi- 
sion has been made. 


Allowance for claims on insurance and guarantees 


The Corporation provides for claims based on claims experience 
augmented, if necessary, by a specific provision based on a review 
of contingent liabilities. Claims payments are recorded at 
estimated recoverable values and included with other assets and 
non-recoverable amounts are charged to the allowance. Subse- 
quent net gains or losses on recovery are credited or charged to 
income. 


Reserve for contingencies 


The Corporation has in 1986 established a reserve account, 
through transfers from retained earnings, as a contingency with 
respect to possible unforeseen decreases in the value of loans 
receivable or claims on insurance and guarantees. Subsequent 
reductions, if any, in the reserve for contingencies will be credited 
to retained earnings. 


Loan interest and fees earned 


Interest is accrued on principal receivable until such time as the 
loan becomes non-current. Non-current is defined as any loan 
where there is significant doubt as to collectibility, where signifi- 
cant payments have not been received for a period of two years 
and a rescheduling agreement has not been negotiated, or when a 
rescheduling agreement has been signed and a significant pay- 
ment has not been received for one year. 

Loan fees are taken into income over the disbursement and 
repayment periods of a loan. 
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EXPORT DEVELOPMENT CORPORATION—Continued 
NOTES TO FINANCIAL STATEMENTS —Continued 


Investment interest earned 


Investment interest, which is substantially earned outside 
Canada, is prorated between loans and guarantees and insurance 
and guarantees on the basis of average funds investment. 


Interest expense 


Interest expense includes the amortization of debt discount and 
issue expenses which is charged over the life of the debt on a 
straight line basis. 


Insurance premiums 


Insurance premiums and fees are earned in Canada. For short- 
term insurance policies, premiums are taken into income at the 
commencement of coverage. Premiums on other export insurance 
policies are taken into income using methods which generally 
reflect the exposures over the terms of the policies. Foreign invest- 
ment insurance premiums are taken into income evenly over the 
terms of coverage, except that the premium in the first year is 
taken into income in its entirety when received. 


Translation of foreign currency 


The Corporation hedges its U.S. dollar assets and liabilities on 
a total portfolio basis. Any net exposure to future changes in the 
US. dollar foreign exchange rate is due to short-term timing dif- 
ferences in cash flows. It is the Corporation’s policy to manage 
assets and liabilities denominated in U.S. dollars in such a way as 
to minimize this net exposure. Accordingly, assets and liabilities 
denominated in U.S. dollars are translated into Canadian dollars 
at exchange rates prevailing at year-end. 

Gains and losses relating to the translation of any unhedged 
long-term foreign currency assets or liabilities in other than U.S. 
dollars are deferred and amortized on a straight line basis over the 
remaining life of the asset or liability. The unamortized balance of 
the deferred exchange gains or losses is included in deferred reve- 
nues or other assets. 

Income and expenses are translated at average monthly 
exchange rates in effect during the year. Exchange gains and 
losses resulting from the translation of foreign currency balances 
and transactions are reported with investment interest earned. 


. Loans receivable 


Loans receivable from both sovereign and commercial borrow- 
ers are mostly at fixed interest rates established in competition 
with similar export credit agencies in other countries and gener- 
ally below commercial rates. These loans mature as follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 

Within 12 months 

HL NID Ce lnc dad ote tek eRe ee oag: Ree RCE ay ase Mee 659,039 691,178 

se HLOBUIN 8 oon ssa, oS OO ee, 64,417 56,625 
OVeTUcime ne yer Pare oie 0 a 395,386 216,938 
ITAA ee ca ee pe Peete ate aa 751,472 
1) 8 Semen, oer bret cates Ge 6) i NN Ei 779,624 788,687 
TE cote AP ree ras Oe tee a A OR Dee 759,469 767,706 
LODO MMP one ee te ee, OU ete) 679,787 672,766 
DO ON Mpa ste cot cee (ARs Ree etn NAc Po a oa 620,294 $81,887 
POS DION O96 xa eee ae Cl terol einen sn 1505538 ele 2572130 
1997 and thereafter............ che col treu eee eek Oe 359,453 291,837 
tales sienrans 4 eececdn sec: Alay niet alt Ol Ohi I 5,823,007 6,076,226 
Commercial loans included above ........................ 1,034,291 1,167,519. 


Floating rate loans, generally based on Libor 


rates, included in total loans ........................... 731,407 $68,842 


oo 
— 


The geographic distribution of these loans is as follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 
Pacific and North Asia .i.......cccccccsssccosssssecscoscccccscces, 550,064 623,254 
South A sla iigerewec eke Pah SMM PL: 310,891 244,429 


Rotana Aenea o er 471,345 473,531 
Becornccrcn Tor Eee ic ep rerePr ere 1,214,101 1,237,147 


Bia Stern BUT Opera a arn teeriecs fear aitenindensd ei nach 737,921 707,171 
NASI ENTIRE css nccdcorsgorscamennimin aroceamemnececoc. 595,762 648,528 
USAvandiCar ib bean tae eee eee nnn $46,625 771,643 
Mexico and Central America......00..0.0000.0....... 293,721 337,506 
South America Hasta aratier cy tsrhee wee ie 539,433 500,939 
South America |W esti9. 24 dearest gaccronen uot 563,144 532,078 


5,823,007 6,076,226 


Interest on non-current loans not recognized as revenue in 1986 
amounted to $71,929 thousand (1985—$43,824 thousand). At 
December 31, 1986, the accumulated interest not accrued on 
loans amounted to $114,487 thousand (1985—$49,555 thousand). 

The geographic distribution of the overdue principal and recog- 
nized interest, in the amounts of $395,386 thousand (1985— 
$216,938 thousand) and $218,588 thousand (1985—$214,322 
thousand) respectively, is as follows: 

December 31 
1986 1985 
(in thousands 


of dollars) 
Paeificland NorthvAsiases see eee ee ee 1,062 1,716 
South Asiales «1.6. Omagh te NOUliM IG te 3 820 
Middle East and East Africa .........cccccccccceecececcc... 15,907 20,420 
INOnth\andaWestyA fricar sss sae sn nnn 54,225 40,548 
SIAN IIOP soca coscrcoanennosenarose Laeger secmcomnsnitiesee stoop 105,620 90,540 
WestemjBurope seve @ £8 et Asi on soe Bae 16,053 8,442 
WS Avand Garibbeansaas seem ae ay een ee 122,309 15,006 
Mexico and Central America v.00... cceccccccccceesceseecc ccs. 49,067 30,199 
SouthyAmenical eas (assent nee 129,978 125,861 
SouthpAmberica:Wests.h eee ie 119,750 97,708 


613,974 431,260 


In order to facilitate the collectibility of some loans or portions 
of loans, the Corporation has rescheduled principal and interest 
payments in the following amounts: 


December 31 
1986 1985 
(in thousands 


of dollars) 
During the year 
Principal tetera, see. IMO © he TO: OLE OS OLON S243 
Interest eee ues Oe) Cliw soneinonos at 53,320 29,239 


149,239 81,382 


Balance of rescheduled loans outstanding 
SOVErelpner rete cme ate we cen tet  e eene Ba 379,387 289,465 
Commercialvee: se, cee ee MN RES 3555952), 36,152 


414,939 326,217 
ZAINOUM [SOV CLO LC te ene eee eee eet eee 28,068 21,806 
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NOTES TO FINANCIAL STATEMENTS—Continued 


3 


Nn 


Loans payable 
Loans payable mature as follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 

Within 12 months 

SD Bb Cea fe Shen ioe SSRN EE eet cee 767,724 480,578 

= Floating ees: tae cote eaten neers en 1,563,275 1,635,339 
1 87 eR ee oe, cee ane ae wa cre ee 792,231 
LORS). eee AR rea oe eee ee ee te 1,144,970 1,180,185 
19 89 eee Pa ela terse nna varstices ac OE MeN 551,233 538,828 
NDS (hoes Pee ae ce etre etch oe ceric: saononea ene tnageee 773,741 781,915 
1 LR eS aaa era ORE Mas rN aC M 351,849 355,741 
OO DN OM OS Owen rere een en nea een 747,973 257,755 
BOCA eRe ocho crs sonia desceveiemhansnsee erty 5,900,765 6,022,572 


Commercial loans included above 
Fixed interest rates from 5.38% to 15.55% 


(U98S==5:;38ito 116.887) ne ee ee 4,216,407 4,120,221 


Floating rate and short-term fixed rate revolving 


JOA NS pears. ein ca cag ti SR EE eas Sees as 1,604,358 1,747,854 


Canada loans included above 
Fixed interest rates from 8.25% to 8.50% 
(HOSS ==—Si50:tOO13 Ge) ee ee 


80,000 154,497 


The Corporation also had lines of credit and overdraft facilities 
aggregating $3,201 million at December 31, 1986 (1985—$3,211 
million). 


. Share capital 


The authorized share capital is $1.5 billion consisting of 15 mil- 
lion shares with a par value of $100 each. The number of shares 
issued and fully paid is as follows: 


December 31 

1986 1985 

(in thousands) 

Beginnin giofiyear 5, teeta oe coos Mee Ace es 6,970 6,600 
ISSed Sea tr etn, Stern an eis a hy hee pea eae 370 
6,970 6,970 


. Statutory limits, commitments and contingent liabilities 


The Export Development Act (the Act) allows the Corporation 
to have outstanding loans and commitments to foreign borrowers 
up to a maximum of $15 billion. The position against this limit, 
determined in accordance with the requirements of the Act, is 
$8,370 million (1985—$8,894 million). Of this amount, undis- 
bursed commitments on signed loan agreements at face rates from 
6.94% to 12.5% is $2,549 million (1985—$2,846 million) with the 
balance representing loans receivable and loans with recourse to 
the Corporation. 


The Corporation expects to fund these undisbursed commit- 
ments near the time of their disbursement, typically over a three 
year period, by issuing a combination of debt instruments in world 
capital markets at commercial rates of interest and capital stock. 
The Corporation generally attempts to match debt maturities and 
currencies with those of its average export loans. 
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The Act also specifies that the Corporation can incur liabilities 
under contracts of insurance, related guarantees and guarantees 
pertaining to the lending program up to a maxium of $15 billion 
The position against this limit, determined in accordance with the 
requirements of the Act, is $2,930 million (1985—$2,692 
million). 

Contingent liabilities of the Corporation included in the above 
positions amounted to $2,123 million (1985—$1,875 million). Of 
this amount, $245 million (1985—$213 million) related to loan 
guarantees and loans with recourse to the Corporation. The bal- 
ance pertained to the Corporation’s insurance activities. 


The Act allows the Corporation to borrow up to a maximum of 
ten times the aggregate of its paid-in capital from time to time 
and the retained earnings determined in accordance with the most 
recent audited financial statements. As at December 31, 1986, 
this formula produced a limit of $8,961 million (1985—$8,915 
million) against which borrowings amounted to $5,901 million 
(1985—$6,023 million). 


. Foreign currency balances 


The Corporation has substantial assets and liabilities in U.S. 
dollars and in other currencies. The Canadian dollar equivalent 
after taking into consideration forward exchange contracts is as 
follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 
U.S. Dollars 
ASSEtSV Me AE LCL Rah ee ee ee Nee 5,250,209 5,369,446 
WiabilitiestRMH. ek 2 LGA I ROR oe 5,389,775 5,560,755 
Net’exposuire! Ae et eee Se ee. eee (139,566) (191,309) 
Rate‘of exchange lU:So$1/00 teens ese 1.3805 1.3983 
British pounds, Deutsche marks, European 
Currency Units, Swiss francs and Yen 
ASSCESI Rh ee eo ee ae en eee er ead 77,936 42,857 
Tera Di lites neers scercee verve creas eect eens 66,601 36,448 
INetiexposuret ai nes cee, eee aes eee 11,335 6,409 


. Related party transactions 


Transactions with Canada are summarized as follows: 


Year ended 
. December 31 
1986 1985 


(in thousands 
of dollars) 


Income and expense items 
ICeresMexpenSer. cone circ aera cee eee eee ete ae 8,320 14,853 
Less: administrative expenses recovered............ fhe 7,101 6,476 
interest carneduqe conte: eee ect ast 472 467 


747 «7,918 


Dezember 31 

1986 1985 

(in thousands 
of dollars) 


Amounts due to (due from) Canada 
Canada bonds, bearing interest at the rate of 9.50% 
ee eee (5,038) (5,043 


Accrued interest receivable .............. ap ae eee (23) (21 
Accounts administered for Canada (Note 8).............. 3,085 13,416 
Long-term loans payable ................ Sn? 80,000 154,497 


ACOMIEG INECTESt PAVADIC) caccasccrctssnccaeaccccsstumecsenern | L;42U 3,647 
79,444 166,496 
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EXPORT DEVELOPMENT CORPORATION—Concluded 
NOTES TO FINANCIAL STATEMENTS—Concluded 


The Government of Canada intends to recommend that Parlia- 
ment appropriate such funds as are necessary to cover losses, if 
any, of the Corporation. To date, no such funds have been neces- 
sary. 

The Corporation is not subject to the requirements of the 
Income Tax Act with respect to its earnings. 

The Corporation also enters into transactions with other Crown 
corporations in the normal course of business. 


8. Accounts administered for Canada 


(a) Pursuant to the Act, the Corporation administers for Canada 
certain loans and insurance programs entered into under the 
authority of the Governor in Council for which the Board of 
Directors is not accountable other than in respect of the 
administration of the contracts. These accounts are main- 
tained separately from the Corporation’s accounts, and are 
consolidated annually as at March 31 with the financial 
statements of the Government of Canada which are reported 
upon separately by the Auditor General of Canada. The 
assets administered for Canada, mainly loans receivable and 
accrued interest and fees recorded in accordance with 
accounting policies and practices approved by the Govern- 
ment of Canada, amounted to $880 million (1985—$1,142 
million). 


(b 


— 


Canada account statutory limits, commitments and contin- 
gent liabilities 


The Act allows the Accounts administered for Canada to 
have outstanding loans and commitments to foreign borrow- 
ers up to a maximum of $6 billion. The position against this 
limit, determined in accordance with the requirements of the 
Act, is $823 million (1985—$1,438 million), including con- 
tingent liabilities of $9 million (1985—$13 million). 


The Act also specifies that the Accounts administered for 
Canada can incur liabilities under contracts of insurance, 
related guarantees and guarantees pertaining to the lending 
program up to a maximum of $7 billion. The position against 
this limit, determined in accordance with the requirements of 
the Act, was $430 million (1985—$428 million) including 
contingent liabilities of $376 million (1985—$374 million). 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS—Continued 


Bi 


Nn 


Loans payable 
Loans payable mature as follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 

Within 12 months 

Se Cela fons oe SOT RR Ce ER CBOREE oc 0 767,724 480,578 

SS PIOAtIN Rice as eee aes ee er 1,563,275 1,635,339 
1:98 775 et eae ore i te ter eres chs arcane ae 792,231 
LOSS eee AMA cnc enrktn ere oma mere 1,144,970 1,180,185 
LOS De Be BRA Serra bac adunutstonneres meaemepeh ee 551,233 538,828 
TREES he ME leah see os Soar apes en eet Re REND 773,741 781,915 
TESS A at ee oe Sah re Ror eae RE 351,849 355,741 
1992 toe 9 Gee ea eee rian eens FEVER PMCS 
Ota leer eee sine eer aseismic en 5,900,765 6,022,572 


Commercial loans included above 
Fixed interest rates from 5.38% to 15.55% 


(W985——S:38itolG:88.70) eke ee 4,216,407 4,120,221 


Floating rate and short-term fixed rate revolving 


LOANS wie ee ccrek cae ee Oe Me een eo aso 1,604,358 1,747,854 


Canada loans included above 
Fixed interest rates from 8.25% to 8.50% 
1985-5 D0 OOS ZO) ea eee err eee: 


80,000 154,497 


The Corporation also had lines of credit and overdraft facilities 
aggregating $3,201 million at December 31, 1986 (1985—$3,211 
million). 


. Share capital 


The authorized share capital is $1.5 billion consisting of 15 mil- 
lion shares with a par value of $100 each. The number of shares 
issued and fully paid is as follows: 


December 31 

1986 1985 

(in thousands) 

Beginningiof year tocett ee oct aass tere streenneh eerie 6,970 6,600 
[Sse Beets tee. auton rne eerces ew eee Dae ee 370 
6,970 6,970 


. Statutory limits, commitments and contingent liabilities 


The Export Development Act (the Act) allows the Corporation 
to have outstanding loans and commitments to foreign borrowers 
up to a maximum of $15 billion. The position against this limit, 
determined in accordance with the requirements of the Act, is 
$8,370 million (1985—$8,894 million). Of this amount, undis- 
bursed commitments on signed loan agreements at face rates from 
6.94% to 12.5% is $2,549 million (1985—$2,846 million) with the 
balance representing loans receivable and loans with recourse to 
the Corporation. 


The Corporation expects to fund these undisbursed commit- 
ments near the time of their disbursement, typically over a three 
year period, by issuing a combination of debt instruments in world 
capital markets at commercial rates of interest and capital stock. 
The Corporation generally attempts to match debt maturities and 
currencies with those of its average export loans. 
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The Act also specifies that the Corporation can incur liabilities 
under contracts of insurance, related guarantees and guarantees 
pertaining to the lending program up to a maxium of $15 billion. 
The position against this limit, determined in accordance with the 
requirements of the Act, is $2,930 million (1985—$2,692 
million). 


Contingent liabilities of the Corporation included in the above 
positions amounted to $2,123 million (1985—$1,875 million). Of 
this amount, $245 million (1985—$213 million) related to loan 
guarantees and loans with recourse to the Corporation. The bal- 
ance pertained to the Corporation’s insurance activities. 


The Act allows the Corporation to borrow up to a maximum of 
ten times the aggregate of its paid-in capital from time to time 
and the retained earnings determined in accordance with the most 
recent audited financial statements. As at December 31, 1986, 
this formula produced a limit of $8,961 million (1985—$8,915 
million) against which borrowings amounted to $5,901 million 
(1985—$6,023 million). 


. Foreign currency balances 


The Corporation has substantial assets and liabilities in U.S. 
dollars and in other currencies. The Canadian dollar equivalent 
after taking into consideration forward exchange contracts is as 
follows: 


December 31 


1986 1985 
(in thousands 
of dollars) 
US. Dollars 
Aissetsre tt RRO LE oh Os eid OEE Meret se tote tse 5,250,209 5,369,446 
Liabilitiesiwee Bek I eee 5,389,775 5,560,755 
Netexposure et net cen. meet tener (139,566) (191,309) 
Rate‘of exchange U:S.1S 100 Serres tne 1.3805 1.3983 
British pounds, Deutsche marks, European 
Currency Units, Swiss francs and Yen 
INSSE US eon ae ee ee re oe cad 77,936 42,857 
Wiabilities: serves. chive tee enn eae eee 66,601 36,448 
INGHIEXDOSUICI erence teenie eter ee ers eee 11,335 6,409 


| 


. Related party transactions 


Transactions with Canada are summarized as follows: 


Year ended 
December 31 


1986 1985 


(in thousands 
of dollars) 


Income and expense items 
InteresexPenSee. cc wees easence se eee neem 8,320 14,853 
Less: administrative expenses recovered .............0...00 7,101 6,476 
Interest Carned’ s.r peacctrsce cesar tateneass Serschanercad 472 467 


—_—___—_ 


747 ~—-7,910 


Dezember 31 
1986 1985 


(in thousands 
of dollars) 


Amounts due to (due from) Canada 
Canada bonds, bearing interest at the rate of 9.50% 


Maturing ny) COApeere nee. ea, eas peer (5,038) (5,043 
Acériled interest recelvaDle vixccs-cses-rescecrucest-+anmneavacascogs (23) (21 
Accounts administered for Canada (Note 8)............... 3,085 13,416 
one-term loans; Pave Blea eatery enatrent ge tr 80,000 154,497 
PNCOPUCHINECKESE PAV AUC x-gecrerrterecccercrtalarnneae cece es 1,420 3,647 


79,444 166,496 


———————— 
——————— 
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EXPORT DEVELOPMENT CORPORATION—Concluded 
NOTES TO FINANCIAL STATEMENTS—Concluded 


The Government of Canada intends to recommend that Parlia- 
ment appropriate such funds as are necessary to cover losses, if 
any, of the Corporation. To date, no such funds have been neces- 
sary. 

The Corporation is not subject to the requirements of the 
Income Tax Act with respect to its earnings. 

The Corporation also enters into transactions with other Crown 
corporations in the normal course of business. 


8. Accounts administered for Canada 


(a) Pursuant to the Act, the Corporation administers for Canada 
certain loans and insurance programs entered into under the 
authority of the Governor in Council for which the Board of 
Directors is not accountable other than in respect of the 
administration of the contracts. These accounts are main- 
tained separately from the Corporation’s accounts, and are 
consolidated annually as at March 31 with the financial 
statements of the Government of Canada which are reported 
upon separately by the Auditor General of Canada. The 
assets administered for Canada, mainly loans receivable and 
accrued interest and fees recorded in accordance with 
accounting policies and practices approved by the Govern- 
ment of Canada, amounted to $880 million (1985—$1,142 
million). 


(b) Canada account statutory limits, commitments and contin- 
gent liabilities 


The Act allows the Accounts administered for Canada to 
have outstanding loans and commitments to foreign borrow- 
ers up to a maximum of $6 billion. The position against this 
limit, determined in accordance with the requirements of the 
Act, is $823 million (1985—$1,438 million), including con- 
tingent liabilities of $9 million (1985—$13 million). 


The Act also specifies that the Accounts administered for 
Canada can incur liabilities under contracts of insurance, 
related guarantees and guarantees pertaining to the lending 
program up to a maximum of $7 billion. The position against 
this limit, determined in accordance with the requirements of 
the Act, was $430 million (1985—$428 million) including 
contingent liabilities of $376 million (1985—$374 million). 


209 


210 PUBLIC ACCOUNTS, 1986-87 


SUMMARY PAGE 


FARM CREDIT CORPORATION 


MANDATE 


To assist Canadian farmers to establish and develop viable farm enterprises through the provision of long-term credit 
and other financial services. 


BACKGROUND 


Since 1959, under the authority of the Farm Credit Act, the corporation has made loans to farmers for the purchase 
of farm land, livestock and machinery, for permanent farm improvements and to refinance debt. Under the authority 
of the Farm Syndicates Credit Act, the corporation may make loans to groups of farmers for the joint acquisition of 
agricultural facilities and equipment. The maximum loan for an individual farm is $600,000 and for a syndicate is 
$100,000. As of March 31, 1987 the corporation had 75,487 loans outstanding. The corporation has 573 permanent 
employees stationed at headquarters, seven regional offices and about 90 district and field offices. 


CORPORATION DATA 
HEAD OFFICE P.O. Box 2314, Station D 


434 Queen Street 
Ottawa, Ontario 


K1P 6J9 

STATUS — Schedule C, Part I 
— an agent of Her Majesty 

APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 
YEAR AND MEANS 1959; by the Farm Credit Act (R.S.C. 1970, F-2). Its predecessor 
OF INCORPORATION was the Canadian Farm Loan Board, founded in 1929. 
CHAIRMAN AND CHIEF Eiliv H. Anderson 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (f§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


Total ASSOTS be at cca catia Rhca oh ee 4,914 5.005 4,940 4,901 

Obligations to the private SCCtOF 0.2... ee eee 1,600 984 a1 306 

Obligations to Canada. uo... eects reeereesenseteneceesenenenens 3,305 3,896 4,110 4,310 

Equityor Camadar es eerie i tnnesenserteesceterrattaets eerrecavecrsznt (125) 8 29 131 
Cash from Canada in the period 

—= bud Retary: ck ccvadecns net eee mate seroma eos nil nil nil nil 


—mon-budgetary; Met sie iscscccee acy eoterncesngan nese onare ra (591) (214) (171) 378 
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FARM CREDIT CORPORATION 


MANAGEMENT’S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements of Farm Credit Corporation 
and all information in this annual report are the responsibility of man- 
agement and have been approved by the Board of Directors. The finan- 
cial statements include some amounts, such as the allowance for losses 
on loans, that are necessarily based on management’s best estimates 
and judgement. 


The financial statements have been prepared by management in 
accordance with accounting principles which are generally accepted in 
Canada and which have been consistently applied. Financial informa- 
tion presented elsewhere in the annual report is consistent with that 
contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements, management maintains financial and manage- 
ment control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and 
proper records are maintained. The system of internal control is aug- 
mented by internal audit which conducts periodic reviews of different 
aspects of the Corporation’s operations. In addition, the internal and 
external auditors have full and free access to the Audit Committee of 
the Board, which oversees management’s responsibilities for maintain- 
ing adequate control systems and the quality of financial reporting. 


The independent auditor, the Auditor General of Canada, is respon- 
sible for auditing the financial statements and for issuing his report 
thereon. 


Eiliv H. Anderson 
Chairman and Chief Executive Officer 


William G. Mann, C.A. 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1987 
‘in thousands of dollars) 
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AUDITOR’S REPORT 


TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of Farm Credit Corporation as at 
March 31, 1987 and the statements of operations and deficit and 
changes in cash position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its cash position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Farm 
Credit Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 10, 1987 


“SS TS/90«0w_—95.5 OOOO 


ASSETS 1987 1986 
Sash and short-term investments .........0.ccccccccccececeescesee. 88,494 112,348 
SCCOUNIS TeCclVablewere ater mente nae Fenner 1,678 192 
Bpans receivables (INOte:3) ieee see ee ee ee 4,961,385 4,984,298 
Less: allowance for losses on loans (Note 4)......cccccccc0-. 219,000 155,800 
4,742,385 4,828,498 
BoA CS CALC nea Came tae Vit ern eva tana tere sat $3,771 45,805 
BX COASSCLS atresia tere a eee: ene 2,957 1,983 
Jnamortized debt discount and issue expenses.............. 24,799 26,210 


~ 4,914,084 5,015,036 


LIABILITIES 1987 1986 
Accounts payable and accrued liabilities ......0.0000.0000..... O23 6,842 
Shorteterm: notesweee een ee ce 271eS71 237,497 
Provision for employee termination benefits .................. 4,190 4,583 
Loansipayable(Note’S)inn a2. eee eee 4,753,891 4,758,415 
5,038,875 5,007,337 
EQUITY (DEFICIENCY) OF CANADA 
Gontributed capitall((Note'6)2....... eee 218,333 218,333 
BT CH 8. opments 0 4 pees a ia ONE RB Tn 343,124 210,634 


(124,791) 7,699 
4,914,084 5,015,036 


Se a a ee te ac 


Phe accompanying notes are an integral part of the financial statements. 
\pproved by: 


ILIV H. ANDERSON 
thairman and Chief Executive Officer 


VILLIAM G. MANN, C.A. 
thief Financial Officer 
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FARM CREDIT CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Interest income 
Loansrectivable sicas. dee ct ee. eae ee 465,380 474,876 
THVES TIEN tSik epee eres ee eee era 247047) 11,098 


479,107 485,974 
Interest expense 


TeOanS: PAVaDleeeeaee eee tte un te 462,102 452,978 
Shortetenm notes feat at oxta cce ki ean ee 21,985 PAR IPA 
484,087 474,705 

Netiinterest INCOM a. cere crese es shes tevennants axe: (4,980) 11,269 
Provision fornlossestonlOanSts fae rie ns eee cemecescn ence es 98,322 99,351 
(103,302) (88,082) 

Boaniteestand’charsesmen, ee be cree arnt eters 3,885 1,637 


(99,417) (86,445) 
Administrative expenses 


Salaries and employee Denefits 20... lyse cseereres 23,947 26,298 
TALTAVE! eee Mees ee tener ee US ELD RaW Roh ahasce tees 2,358 2,494 
Officeraccommodationtr sce ee eee 2,445 2,429 
COL (cs eae eR OR We cnr Abas Rate een aa ee Men aa, eee 4,323 3,740 


33,073 34,961 


[ossiforithe yea veer ceetec tee etc tt cae td-csceesuestnnsagesacoxtexs (132,490) (121,406) 
Deficit at beginning ofthe year cv. cesses rae 210,634 89,228 


Deficitatendrotithe Wear ae ce .ncas ett nc snrsteteece ar 343,124 210,634 


The accompanying notes are an integral part of the financial statements. 


STATEMENT OF CHANGES IN CASH POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 
Operating activities 
oss fomthe yeatean.o- EM Wa pee Pe Sheree (132,490) (121,406) 
Items not involving cash 
Provision for losses on loans ...... en Pare trains 98,322 99,351 
Increase in interest due on loans receivable ..... (71,594) (61,450) 
Net change in accrued interest...............0.:.0 23,435 3,800 
Oth etine ee Ge odie ta eee Peer cade herein 11,053 6,640 
(71,274) (73,065) 
Isoansitofanmerstecacsannee etree rete as (315,060) (235,268) 
Isoansireceivable répaidis. 2 nee te eee ote 323,198 207,201 
Proceeds from disposal of real estate.........0.......... 19,465 16,566 
CORT SRN ee eee ee ee cee te rece (1,080) 3,903 
Cash used in operating activities......0.0.0....00: (44,751) (80,663) 
Financing activities 
Moans fromi@anaG ans. .<. or astern eearetir ate 42,500 
RoansiepaiditotGanada .7 sacar Lene nee (591,155) (256,868) 
oansifronicapital Markets cc. -<cv-sesssenaveraronnstes $81,554 273,459 
Debtiasstieexpensesns 5.0 et hie te eos (3,576) (6,083) 
Net increase in short-term motes ..............:0c:ee 34,074 140,164 
Cash provided by financing activities............... 20,897 NOSeZ 
Net increase (decrease) in cash and short-term 
AITVOSEIIOHES ee eee ee Pts cc opraees cxlevsteaerateess (23,854) 112,509 
Cash and short-term investments (bank indebted- 
TESS) At DESINNING-OF ENE VERN ioc cenccsscac-cwurteseevases 112,348 (161) 
Cash and short-term investments at end of the 
year 4 ca oo be, <2 | Ae eee 88,494 112,348 


ee 


The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. The Corporation 


Farm Credit Corporation was established in 1959 by the Farm 
Credit Act as the successor to the Canadian Farm Loan Board 
and is a Crown corporation named in Schedule C, Part I of the 
Financial Administration Act. The Corporation’s prime objective 
is to assist Canadian farmers to establish and develop viable farm 
enterprises through the use of long-term credit as provided for by 
the Farm Credit Act. 

The Corporation also administers the lending program author- 
ized under the Farm Syndicates Credit Act which was originally 
introduced as the Farm Machinery Syndicates Credit Act in 
1964. It provides for loans to groups or syndicates of farmers 
organized to share in the purchase and use of farm machinery, 
buildings and installed equipment. 

In addition, the Corporation also administers certain programs 
assigned to it by the government. In the February 26, 1986 
Budget, the government directed the Corporation to establish a 
$700.0 million Commodity-based Loan Program for existing cli- 
ents who are experiencing financial difficulty and who meet the 
eligibility criteria. Under this program, reduced interest rates are 
available to borrowers and the loan principal is indexed to 
changes in commodity prices. The resulting net cash flow defici- 
encies are made up by the government to a maximum of $20.0 
million for 1986-87 and $50.0 million for 1987-88. 

In view of Canada’s deficiency of equity in the Corporation and 
FCC’s current financial condition, discussions are underway with 
the government to develop a financial recovery plan. A wide range 
of options is being considered. However, the government has yet 
to make a decision in this regard. 

The Corporation operates in one business segment, providing 
long-term loans to Canadian farmers. 


2. Significant accounting policies 


(a) Allowance for losses on loans 


The allowance for losses on loans represents an estimate of 
probable losses on the accounts outstanding at the end of the 
year and is based on a review of collectability of outstanding 
loans. Attention is focused on loans which are in arrears. 
With respect to this estimate, the Corporation recognizes 
that future economic and agricultural conditions are not pre- 
dictable and, therefore, their impact on the collectability of 
loans is uncertain. 

Actual losses on loans and write-downs of acquired real 
estate to net realizable value are charged to the allowance 
while recoveries of losses on loans are credited to the allow- 
ance. The adjustment of the allowance to the appropriate 
level is charged to operations as a provision for losses on 
loans. In addition to a specific allowance made as a result of 
the review of the outstanding loans in arrears, a general 
allowance is established to provide for losses on loans which 
have not yet been specifically identified. 


(b) Revenue recognition 


Interest income is recorded on an accrual basis. Interest is 
not recognized on non-performing loans. A non-performing 
loan is defined as a loan where, in management’s opinion, 
there is reasonable doubt as to collectability. 

Loan fees and charges are recorded when earned. 


(c) Real estate 


Real estate is carried at the lower of cost and net realizable 
value. It represents farm property acquired in the process of 
administering the outstanding loans receivable and must be 
disposed of within five years of acquisition or such furthel 
period as the Governor in Council may prescribe. 
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FARM CREDIT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


(d) Fixed assets 


Fixed assets are recorded at cost less accumulated deprecia- 
tion or amortization. Leasehold improvements are amortized 
using the straight-line method over the term of the lease and 
one renewal period. Computer hardware and software are 
depreciated using the straight-line method over their 
estimated useful lives. Other fixed assets are depreciated 
using the diminishing balance method. 


(e) Debt discount and issue expenses 


Discounts and expenses relating to the issuance of debt are 
amortized on a straight-line basis over the life of the debt and 
included in interest expense on loans payable. 


(f) Translation of foreign currencies 


Loans payable in foreign currencies are hedged by currency 
conversion agreements and are translated into Canadian dol- 
lars at the rates provided therein. The differences between 
the ultimate amounts payable at the contracted rates and the 
cash proceeds of the debt issues are considered to be financ- 
ing costs and are therefore amortized by charges to interest 
expense over the lives of the obligations on a straight-line 
basis. The related interest payable in foreign currencies on 
these debt issues is also hedged by currency conversion agree- 
ments and is translated into Canadian dollars at such con- 
tract rates. 


(g) Pension plan 


The Corporation’s employees participate in the Public Ser- 
vice Superannuation Plan administered by the Government 
of Canada. Contributions to the Plan are made equally by 
both employees and the Corporation, and these contributions 
are expensed during the year in which the services are ren- 
dered. 


(h) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to severance benefits provided for under 
their terms of employment. The liability for these benefits is 
recorded as the benefits accrue to the employees. 


(i) Income taxes 


The Corporation records income taxes on the tax allocation 
basis which recognizes the income tax effect of transactions 
when they are recorded in accounting income, regardless of 
when such items are recognized for tax purposes. 


3. Loans receivable 


Maturi- 
ties Annual 
not interest 
exceeding rate % 1987 1986 
(in thousands of 
dollars) 


Loans to farmers, 
secured by mort- 
PALES Soa ee 24 years 5-7 % 556,501 609,767 
25 years 8-10 % 2,070,218 1,812,994 
26 years 11-12% 1,561,319 1,650,900 
26 years 13-16% 730,084 871,147 
4,918,122 4,944,808 
Loans to farm syn- 
dicates, secured 
DYINOtES EAL ante IS years 64-17% 7,573 9,012 
Loans receivable 
from real estate 
sales, secured by 
agreements for 
sale or mortgages. 26 years 5-15 % 35,690 30,478 


4,961,385 4,984,298 
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Maturities by fiscal year are as follows: 
1987 1986 
(in thousands of 
dollars) 

Pastiducenn: ace eee estat, eee $6,325 41,985 
OST Mies See MN I xt oscth hae muchuce 76,206 
IOS Semen acca ce hey Pa Riot Men tte egs Bil na os 148,220 139,920 
198 See eS Renta pre ermal Sacco 163,554 149,770 
199 Oe cae ers ee eee her eee 581,787 615,339 
ee Lice, 5 GRR fey cee Be la Meee or 289,975 221,937 
OO Dian tearful conte i ently ect cl adel, Ok 316,935 240,961 
LOO 3ithroug h-2 Oil 4 eee ere een ee ceeneny 2,964,006 3,072,894 
4,520,802 4,559,012 
Accruedtintenestaes. eee ee ee eee ee 440,583 425,286 


4,961,385 4,984,298 


During the year, interest not recognized on non-performing 
loans amounted to $55.4 million, (1986—$40.0 million). At 
March 31, 1987, the accumulated interest not recognized on non- 
performing loans amounted to $95.4 million. 

Prepayments of principal from farmers of $215.9 million 
(1986—$106.3 million) were received during the year. 


During the year, Commodity-based Loans in the amount of 
$242.6 million were disbursed. Of this amount, $13.5 million was 
used to pay arrears on the Corporation’s previous loans. 


. Allowance for losses on loans 


The allowance for losses on loans as at March 31, 1987, has 
been reduced by $15.0 million. This represents the balance of a 
$20.0 million commitment made in the February 26, 1986 Budget 
as part of the federal government’s Farm Financial Assistance 
Package. The intent of this allocation was to reduce the impact of 
probable losses on the Corporation. 


In addition, certain amounts relating to interest which were 
previously included in the 1986 comparative amounts of the loans 
receivable and the allowance for losses on loans have been 
restated to conform to the presentation adopted in 1987. 


5. Loans payable 


Maturi- 
ties Annual 
not interest 
exceeding rate % 1987 1986 
(in thousands of 
dollars) 
Loans from Canada, 
secured by notes 
Farm Credit Act.. 10 years 6-7 2 538,748 625,951 
14 years 8-10 % 1,460,830 1,529,561 
15 years 11-12% 1,298,898 1,730,977 


3,298,476 3,886,489 
Farm Syndicates 
GCredigActen.= 7 years 9 4-16 6,030 9,172 
3,304,506 3,895,661 
Loans from capital 
markets, secur- 
ed by notes 
Farm Credit Act.. 10 years 84-12% 1,319,128 735,302 
Amounts owing in 
respect of interest 
rate and currency 
conversion agree- 


MNS ores . 7years 8%-11 9,028 11,290 
4,632,662 4,642,263 
ACCred Interontsre=- tere ae 121,229 116,152 


4,753,891 4,758,415 
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FARM CREDIT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


Maturities by fiscal year are as follows: 


10. 


Operating leases 
The future minimum lease payments by fiscal year required 


1987 1986 
(in thousands of under operating leases having initial non-cancellable lease terms 
dollars) in excess of one year are as follows: 
TOS TRO hc cheesy RE ta ee: neo 211,702 (in 
TOR Beier ee cae meee te ere erect Gee 201,851 211,885 thousands 
TOS OR lee og Crete eM e rrr 209,756 230,534 of 
J LEY 0 ioe ae ast See pee a Pac cenee ction onercerrceronre tonsa 855,290 861,462 dollars) 
19) [tee te erence ere easy seesaw ween Ace gre 454,229 460,136 
SSO Fae, op 28 heh petra eet Ret Sebi Sogn EN Cnet Pane ecor Mcentrer 334,697 346,651 yorginder (ve. Far NynCn airs CLO Pees. e ley ee 1,426 
1993 through 2005.0... erences 2,576,839 2,319,893 {Bio Ke BONE" 29) DI BONE Coee Oe Ae Bn MOee 1,157 
4,632,662 4,642,263 OOO Mie. he a) EO A eC trees ee ener antee 1,004 
IN CCTUCOMTILCEGS Uerire roe eentre ere ce vain tence neers 121,229 116,152 199 be Sek es UR Re A EE OR ee Re 790 
4,753,891 4,758,415 1p ea Pe aed St te een oscar one re borat oa cone EAU 500 
———— 1993 and subsequent ..............c:scsecccssescssscencesreeereeseevcsassersnesensneets 1,439 
6,316 


6. Contributed capital 


The contributed capital of the Corporation represents the 
amount received from Canada under Section 12 of the Farm 
Credit Act. The statutory limit on this amount is $225.0 million 
(1986—$225.0 million). During the year, no capital was con- 
tributed by Canada. 


. Income taxes 


As at March 31, 1987 the Corporation has available various 
timing differences of approximately $321.0 million which have 
not been recognized in the accounts since these will not be utilized 
in the foreseeable future. These result primarily from differences 
between the provision for losses on loans charged to operations 
and the amount claimed for tax purposes pursuant to Section 33 
of the Income Tax Act. 

In addition, the loss carry-forward for income tax purposes 
which has not been recognized in the financial statements 
amounts to $13.0 million. Of this amount, $7.0 million will expire 
on March 31, 1993 and $6.0 million will expire March 31, 1994. 


. Limits on borrowing 


The Farm Credit Act limits the aggregate amount outstanding 
of the principal borrowings by the Corporation pursuant to the 
Act to twenty-five times the capital of the Corporation. At March 
31, 1987 the Corporation’s outstanding borrowings under this 
Act, comprising short-term notes of $271.6 million and loans pay- 
able of $4,617.6 million, were 22.39 times the capital of $218.3 
million (1986—22.26 times). 

The Farm Syndicates Credit Act limits the loans from Canada 
pursuant to the Act to twenty-five million dollars. At March 31, 
1987 the Corporation’s loans from Canada under this Act were 
$6.0 million (1986—$9.2 million). 


. Commitments to farmers 


As at March 31, 1987, loans to farmers approved but not dis- 
bursed amounted to $62.2 million (1986—$44.3 million). Of this 
amount, $53.3 million were for regular loan approvals, most of 
which were approved at rates from 10.75% to 11.50%. The bal- 
ance of $8.9 million is related to Commodity-based Loans 
approved at rates of 6% and 8.50%. It is expected that the 
majority of these loans will be disbursed within the six-month 
period ending September 30, 1987. 


li 


These leases generally provide for the payment by the Corpora- 
tion of real estate taxes and operating expenses in excess of those 
amounts established at the commencement of the lease term. 


Subsequent events 


As an interim measure, effective April 1, 1987 and pending 
approval of Farm Credit Corporation’s recovery plan, the Corpo- 
ration has discontinued all financial market borrowings. Any 
required borrowing or refinancing, including any short-term 
requirements, will be made from the Consolidated Revenue Fund 
and will be subject to the approval of the Minister of Finance. 

The moratorium on foreclosures was lifted on May 1, 1987. 
Accordingly, the Corporation may commence foreclosure actions 
after all alternatives have been considered. 


. Comparative figures 


Certain 1986 comparative figures have been reclassified to 
reflect the presentation adopted in 1987. 


PUBLIC ACCOUNTS, 1986-87 


215 


SUMMARY PAGE 


FEDERAL BUSINESS DEVELOPMENT BANK 


MANDATE 


To promote and assist in the establishment and development of business enterprises in Canada by providing financial 
assistance, management counselling, management training, information and advice. 


BACKGROUND 


Since 1974, the Bank has provided financial assistance to Canadian firms by acting as a supplementary lender and a 
source of equity financing. It also provides financial planning, counselling and training, information and other 


management services to small business. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 

YEAR AND MEANS OF 
INCORPORATION 

CHIEE EXECUTIVE 
OFFICER 

CHAIRMAN 


AUDITOR 


800 Victoria Square 

Box 335 

Stock Exchange Tower Station 
Montreal, Quebec 

H4Z 1L4 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Robert R. de Cotret, P.C., M.P. 

Regional Industrial Expansion and Science and Technology 

1974; by the Federal Business Development Bank Act (S.C. 1974- 
75-76, C. 14); (successor to the Industrial Development Bank, 
established 1944). 


Guy A. Lavigueur 


William J. McAleer 


Price Waterhouse 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


1986-87 1985-86 1984-85 1983-84 


POA ISASSE TS eer ree ene rer tenrerrrs 1,920 1,595 1,566 1,616 

Oblivations to the-private sectors een ee eee es 1,563 1,184 1,023 o24 

Obligations to. Canada. .....2 cree eee an eee ot | 144 263 420 

EQUity- Of Wa maa yo. cops sec cee ee eee ee rare 242 207 202 200 
Cash from Canada in the period 

ea DUC RELATY. cg Peta oo sc. accecgest Se eee eee ee Sac 218) 26 a1 78 

== MON = DUC POLAT Ne tna) con, sc ia reek ee cc nda eee Reece le nil nil nil nil 
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FEDERAL BUSINESS DEVELOPMENT BANK 


MANAGEMENT'S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements were prepared by the man- 
agement of the Federal Business Development Bank in accordance 
with accounting principles generally accepted in Canada, consistently 
applied. The financial data contained in other sections of this annual 
report is consistent with the content of the financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements and for the accounting systems from which they 
are derived, management maintains a system of internal controls 
designed to provide reasonable assurance that transactions are author- 
ized, assets are safeguarded and proper records are maintained. The 
system of internal controls is augmented by audit and inspection staff 
who conduct periodic reviews of different aspects of the Bank’s opera- 
tions. In addition, the Vice-President, Internal Audit and the 
Independent Auditor have full and free access to the Audit Committee 
of the Bank’s Board of Directors which oversees management’s respon- 
sibilities for maintaining adequate control systems and the quality of 
financial reporting. 


These financial statements have been examined and reported upon 
by the Bank’s independent auditor, Mr. Raymond J. Morcel, F.C.A. of 
Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 
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AUDITORS’ REPORT 


THE HONOURABLE MINISTER OF REGIONAL 
INDUSTRIAL EXPANSION 

THE HONOURABLE MINISTER OF STATE 
SMALL BUSINESSES AND TOURISM 


I have examined the balance sheet of the Federal Business Develop- 
ment Bank as at March 31, 1987, and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Federal Business Development Bank as at March 31, 
1987, and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Further, I have examined the transactions that came to my notice in 
the course of the above mentioned examination of the financial state- 
ments of the Federal Business Development Bank for the year ended 
March 31, 1987, to determine whether they were in accordance with 
Part XII of the Financial Administration Act, the regulations, the 
FBDB Act and the by-laws of the Bank. My examination of these 


President transactions was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. In my opinion, these 
transactions were, in all significant respects, in compliance with the 
authorities specified. 
Raymond J. Morcel, F.C.A. 
of Price Waterhouse 
Montreal, June 10, 1987 
BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
ASSETS 1987 1986 LIABILITIES . 1987 1986 
OES Are asbs 0 eect Ch Wr Sarco TORR RCE RSE 2,272 968 Chequesioutstandingescess eee err eee 6,755 10,513 
Treasury bills:c.e cmacttee alee See ee: 8 te ne 15,664 14,093 Short=terminotestae et ee ee ee ee 430,226 365,359 
17,936 15,061 Accrued interest on short and long-term notes............... 48,031 41,601 
L 1.921.884 1.646.695 Others liabilifies ences certs ce cee oer crioars 9,874 8,251 
ODMR. orecsecec seas cee ca ar acatccens veneceeucacientaiaan ana seenanvlsiacpsvsiveleslanes a Gis Cy LO A 
hy ih ee ane WN ES cae or he a 494,886 425,724 
Venture capital investments (Note 3) .........-.0cc een , , 
eee Stace dae oes eee aa Fi ye Notes held by Canada (Note 6) ...:..:c:ssssenusnennne 51,000 144,000 
eS oe - Notes payable, other than to Canada (Note 7).............. 1,132,718 818,371 
PED eal LE 1,678,604 1,388,095 
Less: accumulated provision for losses (Note 4) ............ 125,565 141,831 Alles Pete’: 
1,854,075 1,561,629 CAPITAL 
Long-term investment (Note 5).......... seeninsnnsneeeensnnannnns 28,000 Capital paid in by Canada (Note 8).......ccccccestees 484,600 456,600 
Fixed assets, less accumulated depreciation................. 2,007" 2198 Deficit ac concn tina eine eee (242,980) (249,708) 
Unamortized debt issue expenses .......0.....cccceceeeeseneneeee 10,392 8,501 741,620 206,892 
Othersassels senete mete rian eccrine ce 7,814 4,030 
1,920,224 1,594,987 1,920,224 1,594,987 


Approved by the Board: 


H. BLOOMFIELD 
Director 


GUY A. LAVIGUEUR 
Director 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


FINANCIAL SERVICES 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


Interest and Investment Income 


Interest Expense 
ong-tennnotessrume. ere eet ert vitsccotc cit ere 
Short-tentnnotesmemer erste en ee eee ne ee ee en 


Net interest and investment inCOME...............00:c0:cccccceeeeeeeeees 


Provision for losses on loans, guarantees and venture capi- 
RAIMENVEStMENtStesree. ree eee sae cies terete eee: 


Net interest and investment income after provision for 
VOSS 8 Se a ey 


Non-Interest Expenses 
Salaniesandistahtqbenelitsseeur secret nent eee 
Premises and equipment, including depreciation .............. 
OLN ETIEX DENSES rem catece eee ecessen eter cy n meen ne Moe eed 


INGtINnCOMmEeMINOLEHIS ensew pee eee rss ree reece ree: 
Net income attribuable to Loans Division ...............0..0.0.0000 


Wenture @apitalsDivisiOnwaeemen mm ete y ce aie tt ken cents 


MANAGEMENT SERVICES 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


Salanestandistafbenehtse. merce tae eae tees 
Premisesang equipmenteers. 91t.c.r eee n.seereorest nee cea ts 
Oithewexpenseswees taut. ele Pee ee... seen tree 


MoraliexPenGitures’s cece conser sear eee eR nee Meee 
Less: revenue from CASE counselling, training seminar 
registration and other activities 0.0.00... ccs 


Amount recovered from the Department of Regional Indus- 
trial Expansion Vote 50 (Vote 45 in 1986) oe 


Net expenditures were incurred as follows 
Management Counsellingee.c crm int mercceenc ecco 
Manacementehraining scsi sien ttt nme. et 
InformationiServicesut tank... NOE Feces hentai ree 


1987 


230,806 
8,072 


238,878 


111,628 
36,534 


148,162 


90,716 


29,671 


61,045 


34,123 
7,335 
12,859 


54,317 
6,728 


1,379 
5,349 


1987 


18,724 
3,664 
11,303 


33,691 


6,840 


26,851 


Bez 
12,091 


26,851 


1986 


210,139 
8,054 


218,193 


103,507 
35,195 


138,702 


79,491 


24,041 


55,450 


30,946 
7,160 
suis) 


50,621 
4,829 
1,456 
Sy Sii/S) 


1986 


16,662 
3,251 
11,768 


31,681 


S32 


DII29) 


9,671 
6,400 
9,858 


25,929 
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STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1987 1986 
Deticitiibeginningiof, yearmemerete eee ee ee (249,708) (254,537) 
Netsincomésdizesaine ‘pire tes Se eArl eee 6,728 4,829 
Deficitwendiofivears Mani nameeee. pe eee eee (242,980) (249,708) 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1987 1986 
Operations 
INGtINCOME che eee Me ee meee renee eer 6,728 4,829 
Items not requiring an outlay of cash 
Provision forlosses sass teers eet err ee 29,671 24,041 
Depreciation’ -.ac: tc ete es a 860 1,032 
Amortization of debt issue expenses........................ 2,603 3,079 
Net changes in accrued interest .....0..0000.0cccceccee 13,464 (541) 
OTHer et. 277. Sr Re eae ee eee ERE, SR 3,762 3,048 
57,088 35,488 
Disbursements to borrowers and investees.................. (701,667) (482,751) 
Purchase of long-term investment ......0...0..0.00ccccccceeeee (28,000) 
Repayments by borrowers and investees..................... 369,492 351,758 
Cashiused inioperations see mercer ae. Bee eee (303,087) (95,505) 
Treasury 
ISSUE OmlONe tenn nOLES steamer ne ree re 460,000 378,418 
Repayment of long-term notes ........0.....cccccccccececseeresees (238,653) (382,755) 
Netiincreasein'short-termnotes= +... 64,867 46,470 
@apitalipaiduniby;Canadawee sen eee 28,000 
Saleorsecuritiesmemsm tte sea ee e eee meee 40,495 
Debttissuctexpenses sewer ee res ene Le ee (4,494) (8,209) 
309,720 74,419 
Increase (decrease) in cash and Treasury bills, net 
OlechequestOuistand tipper eeen a mee neer ten ae ea 6,633 (21,086) 
Cash and Treasury bills, net of cheques outstanding 
Beginningiotiveatner =a tie 2 ee eee 4,548 25,634 
Engofivear erm net eras po ee re 11,181 4,548 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Objectives and operations of the Corporation Translation of foreign currencies 


Federal Business Development Bank is a Crown corporation 
wholly-owned by the Government of Canada, which was estab- 
lished December 20, 1974, by the Federal Business Development 
Bank Act, as the successor to the Industrial Development Bank 
which commenced operations in 1944. 

The objectives of the Bank, as stated in the Act, are to promote 
and assist in the establishment of business enterprises in Canada 
by providing financial assistance, management counselling, man- 
agement training, information and advice; giving particular con- 
sideration to the needs of small business enterprises. 

The Bank’s lending and venture capital operations are carried 
out by Financial Services. Management Services includes counsel- 
ling, training and information services. A statement of operations 
is shown for Management Services since it is funded separately by 
Parliamentary appropriation. 

Federal Business Development Bank is for all purposes of its 
Act an agent of the Government of Canada, and as such all 
liabilities of the Corporation are direct obligations of the Govern- 
ment of Canada. 

The Bank is exempt from income taxes. 


. Significant accounting policies 
Loans and venture capital investments 


Loans and venture capital investments are recorded at principal 
amounts. 


Provision for losses on loans, guarantees and venture capital 
investments 


Provisions are established for specifically identified probable 
losses on loans, guarantees and venture capital investments, as 
well as for anticipated but unidentified losses. The specific provi- 
sion is established on an account by account basis whereas the 
general provision is based on historical experience and is intended 
to cover losses on loans, guarantees and venture capital invest- 
ments which have not yet been specifically identified. 


Revenue recognition 


Interest on loans is recorded as income on an accrual basis 
except that interest is not accrued on loans where management 
believes that the interest will not be recovered. Dividends, interest 
and capital gains on venture capital investments are recorded as 
income when received. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. 

Depreciation is charged against income using the straight-line 
or diminishing balance methods in amounts sufficient to amortize 
the cost of fixed assets over their estimated useful lives. 

With respect to the Management Services function of the Bank, 
all capital expenditures are recovered from the Department of 
Regional Industrial Expansion and hence are not capitalized. 


Debt issue expenses 


Discounts, premiums and expenses related to the issue of the 
long-term debt are amortized on a straight-line basis over the 
term of the obligations to which they pertain and charged to inter- 
est expense. 


Notes payable in foreign currencies are hedged by forward 
exchange contracts and are translated into Canadian dollars at 
the rates provided therein. The difference between the ultimate 
amount payable at the contracted rate and the cash proceeds of 
the issue is considered to be a financing cost and is therefore 
amortized by a charge to interest expense over the life of the obli- 
gation on a straight-line basis. The unamortized portion of these 
costs is included with unamortized debt issue expenses in the bal- 
ance sheet. The related interest payable on these note issues is also 
hedged by forward exchange contracts and is translated into 
Canadian dollars at such contract rates. 


. Venture capital investments 


1987 1986 
~ (in thousands — 
of dollars) 
SHATCS oe. tae een Rae eae eee ene ee 24,960 20,046 
Sharcholderadvancesm cr .k cen cee ene ee anes ODT LOG 37 
Participating: debentures stmt seen ee een an eae ere 14,476 = 1,242 
Gonvertibleidebentunesih cone... ce eee ee ee 1710p 35163 
43,133 35,108 
. Accumulated provision for losses 
1987 1986 
(in thousands 
of dollars) 
Accumulated provision, beginning of year .................. 141,831 157,737 
Amounts written off during the year..............ce (48,961) (43,849) 
Recovery of amounts previously written off ................. 3,024 3,902 
95,894 117,790 
Additional provision required for the year ............. te 29,671 24,041 
Accumulated provision, end of year oo... 125,565 141,831 


. Long-term investment 


Pursuant to a Directive dated October 16, 1986, given by the 
Government of Canada to the Federal Business Development 
Bank under section 99 of the Financial Administration Act, the 
Bank has been directed to purchase from Cominco Ltd. 790,000 
series “E” preferred shares for an amount of $79 million in three 
tranches. The first tranche of 280,000 preferred shares for $28 
million was made during the year. The second tranche of $28 mil- 
lion was made on April 1, 1987, and the final tranche of $23 mil- 
lion is scheduled for fiscal 1989. 


Cominco Ltd. is a Canadian mining producer of zinc and lead. 
This investment forms part of a $260 million programme of mod- 
ernization relating to lead smelting operations in Trail, B.C. 
Funding for this share purchase is provided by capital paid into 
the Bank by the Government of Canada. 


A twenty year agreement between the Government of Canada 
and Cominco Ltd. provides for a sharing in the risks of the 
project. The redemption of the Bank’s investment and payment of 
dividends thereon are tied to the success of the project as deter- 
mined by a profitability index which is related to the performance 
of lead and silver prices over the life of the agreement. 


This investment is carried at cost and any dividends will be 
recorded when received. 
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FEDERAL BUSINESS DEVELOPMENT BANK—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


6. Notes held by Canada 


All notes held by Canada, amounting to $51 million, at rates of 
10% and 10'%%, mature in fiscal 1988. 


7. Notes payable, other than to Canada 
Maturities by fiscal year were as follows: 


Rate % 1988 1989 1990 =1991 1992 1993-97 Total 
(in thousands of dollars) 


(ie eee 50,000 50,000 
8R%-9% ...... 55,000 157,600 128,968 105,000 174,975 621,543 
LOST er: 78,000 53,000 69,875 3,000 3,000 9,000 215,875 
1242-13%.. 109,600 109,600 
14-14%... 30,000 105,700 135,700 


272,600 158,700 277,475 131,968 108,000 183,975 1,132,718 


The above includes notes payable of U.S. $100 million and Yen 
16.4 billion. 


8. Capital paid in by Canada 


1987 1986 
(in thousands 
of dollars) 
@apitalsbeginning ofiyeatemes seen ee ee 456,600 456,600 
Gas hipard sinters cat pat ee ete a ese eestecee seas nicate: 28,000 
Gapitalsendiofiyeats mena erermert sis coarse ene dona 484,600 456,600 


9. Contingent liabilities and commitments 


The Bank is contingently liable as guarantor of loans aggregat- 
ing $7,486,651. 

The undisbursed amount as at March 31, 1987, on loans and 
venture capital investments authorized aggregated $212,135,000 
(1986—$185,712,000). 


Loans 
Interest-andunvestment INCOME... -s. ce tarn ce crssserssursesene acest 230,806 
INtenestieX Dense coc cecec e7. ht gee a ee cet SN eee A Ae ets 148,162 
INetunterest and Investinen cn COMe eres morcare atte cist renner 82,644 
RrOVISION HT OM OSSCST ate ACS Ue Steere rcv o ee neem 29,608 
Net interest and investment income after provision for losses .... 53,036 
INONSINLETEStCRDENSES eee eecre ac acs kr terae nen cveer tartans cca 51,657 
INC EIN COME eee ree essen ont oe eee crete oss vata vonethTeavemeetenee 1,379 


10. Lease commitments 


Future minimum lease commitments under operating leases 
related to the rental of Bank premises are as follows: 


(in thousands 


of dollars) 

198 Sree raster ee mentee erate Men rnirae eae open One ein hE 5,584 
1 YI ee eens BAR ea ink ee ie oat ae re eat GA 4,412 
LODO eae ities eee SO ome cement en LOR SMS cries 8 ok an 3,666 
LOOT ered: oan nee One es eT, en ee Sa 
1 1 a Reseed a Or cele So ets On Cn ae or eR Rr 3,431 
MNereal (era te werner ee mete rae ne ee Re ek 2 14,188 
34,458 


11. Pension plan 


The Bank has a pension plan for its employees which is con- 
tributory and trusteed. Related costs, net of employees’ contribu- 
tions, are charged to earnings as paid. Based on an independent 
actuarial valuation, the plan was fully funded as at December 31, 
1985. 


12. Statutory limitations on operations 


The Minister of Finance may, with the approval of the Gover- 
nor in Council, authorize capital payments to the Bank not in 
excess of an aggregate amount determined by the application of 
Section 28 of the Federal Business Development Bank Act. Under 
current ministerial interpretation of the provisions of this Section, 
the Bank is presently authorized to receive capital payments to 
the extent that total capital paid in by Canada does not exceed 
$554 million. The total of direct and contingent liabilities of the 
Bank is limited to a maximum of 12 times the amounts of its capi- 
tal and deficit (or up to 15 times with the approval of the Gover- 
nor in Council) and may not exceed $3.2 billion. 


13. Financial services 


The statement of operations for Financial Services is comprised 
of the results of the Loans Division and the Venture Capital Divi- 
sion which are segregated below. Within the capital of the Bank 
as at March 31, 1986 and 1987, was an amount of $35.6 million 
provided by the Government of Canada to fund the venture capi- 
tal investment portfolio. 


1987 1986 
Venture Venture 
Capital Total Loans Capital Total 
(in thousands of dollars) 
8,072 238,878 210,139 8,054 218,193 
148,162 138,702 138,702 
8,072 90,716 71,437 8,054 79,491 
63 29,671 21,539 2,502 24,041 
8,009 61,045 49,898 5,552 55,450 
2,660 54,317 48,442 2,179 50,621 
5,349 6,728 1,456 ESTE 4,829 


14. Comparative financial data 


Certain amounts pertaining to the fiscal year ended March 31, 
1986, have been reclassified to conform with the presentation 
adopted for the fiscal year ended March 31, 1987. 
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SUMMARY PAGE 


FRESHWATER FISH MARKETING CORPORATION 


MANDATE 


To regulate inter-provincial and export trade in freshwater fish. 


BACKGROUND 


The corporation’s Act gives it a monopoly over inter-provincial and export trade in freshwater fish originating in the 
Northwest Territories, the three prairie provinces and parts of northern Ontario. The objectives of the corporation are 
(a) to market fish in an orderly manner; (b) to increase returns to fishermen; and (c) to promote international 
markets for, and increase inter-provincial and export trade in, fish. The Act also requires the corporation to conduct 
its operations on a self-sustaining financial basis without appropriations. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


1199 Plessis Road 
Winnipeg, Manitoba 
R2C 3L4 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Thomas E. Siddon, P.C., M.P. 
Fisheries and Oceans 


1969; by the Freshwater Fish Marketing Act (R.S.C. 1970, F-13) 


J.T. Dunn 


John McFarlane 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends April 30. 


At the end of the period 


(POGALCASSCUS tear wrceahccn. are ener ere 

Obligations to the private sector 

Obligations to Canada ..............00.0... 

Bouity of Ganadas. 073.6 2. cca0tueas 
Cash from Canada in the period 

eas DIOL ATV hoes 5 ots ceretitteceancc haw 

cers NONDUG POLAT VY: 2 hee tivated 


1986-87 1985-86 1984-85 1983-84 


erence heel 6 ae 18.9 25°5 25.0 19.5 
PS EEN yl Wie eee 2.4 1.9 1.9 ES 
are ghee ancy 8 Sane ree 0.9 14.7 13.6 9.8 
em Sea eee nil nil nil nil 
BW ).Ane ay 1 ts, Le wey nil nil nil nil 


SoA peat Rs too Bete Sie (13.8) pap a5 (8.3) 


PUBLIC ACCOUNTS, 1986-87 221 


FRESHWATER FISH MARKETING CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Freshwater Fish Market- 
ing Corporation as at April 30, 1987 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at April 30, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Freshwa- 
ter Fish Marketing Act and the by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
July 13, 1987 


BALANCE SHEET AS AT APRIL 30, 1987 


i — —————————————————————— 
eee ——eeeeooeeeoeooooeeeeeeeeeeeeoeoeoeoeoeoeoeoeoeoeleleoooeaeaoaqooqoqoqoqoquoeeeee eee 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
CEST Nacht taee va eae au ee UR roe as 1,403.010 Bank indebtedness sae. ee eee 159,189 
Accounts receivable IAGCOUNtS| Da Va ble meereeatet ores ennera wee eterna re 2,002,912 DARE KI ey? 
iprade. Sameer. (5.8 eet Pee Bick ete Reh te 4,818,391 5,785,304 Accruedinterest payaDleneeny carers rare eens 1,992 483,755 
Gontributions(Note:s) eens eee 79,319 62,871 [loans trom) CanadaniNoter) eee te 900,000 14,652,589 
OU ere eee eG ae cana ce eee 911,265 701,413 Provision for final payments to fishermen............ 13,659,913 6,331,518 
Inventory 16,724,006 23,601,614 
Finished fish products. 1.2 eer i.e. 5,441,418 10,052,400 
Packaging material and parts ...............c 996,559 822,272 
Prepaidiexpensestreset arse eet tt eee 50,313 25,063 


12,297,265 18,852,333 


Property, plant and equipment (Note 4).................. 6,652,677 6,610,896 EQUITY 


Retained earnings meres mates eres nce caterers 2,225,936 1,861,615 
18,949,942 25,463,229 18,949,942 25,463,229 


arr inrrTrrnr rn aenannnnannnSanESEInn EEN 


Approved by the Board: 


R. E. ENGLAND 
Director 


D. M. GAUVIN 
Director 
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FRESHWATER FISH MARKETING CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED APRIL 30, 1987 


Sales 


Expenses 
Costiotisalesimcmeta meet te menses cena eres 
Initeresti(INOteG) in eae errr ee ere rea 
Salaniesiandjemployeeibenefitswe, ss. erer 
Depreciation and amortization .......00.0..0...0 
Badidebiss... seen ree See ee ee 


INetiincomenfontheiyecatyenes 2 ean cee ener 
Retained earnings at beginning of the year ............. 


Retained earnings at end of the year................... se 


T19,999 
51,071,240 


58,647,239 


41,204,509 
826,142 
933,920 
938,705 

59,858 
659,871 


44,623,005 


14,024,234 
13,659,918 


364,321 
1,861,615 


2,225,936 


7,599,310 
41,070,407 


48,669,717 


37,812,656 
1,449,848 
1,013,033 

900,487 
38,979 
846,638 


42,061,641 


6,608,076 
6,331,518 


276,558 
1,585,057 


1,861,615 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED APRIL 30, 1987 


Cash provided by (used for) 
Operating Activities 
Income before provision for final payments to 
fishermenten nee eee CRS ees 
Add (deduct): 

Items not affecting working capital 
Depreciation and amortization .................. 
Gainonisaletof fixed assets... 1. 

Net changes in non-cash working capital 

balances relating to operations .............. 
Cash provided by operations...................... 
Investing Activities 
Additions to property, plant and equipment..... 
Proceeds on sale of property, plant and equip- 
MEN hes eed ne em teats crete 
Cash applied to investing activities ............... 
Financing Activities 
Repayment of capital loans...........0.0.cceeee - 
Contributions for plant and equipment............. 
Cash applied to financing activities............... 
Final payments to fishermen............0.....0...0000005. 


Increase (decrease) in cash during the year ......... 
Cash and cash equivalents, beginning of year...... 


Cash and cash equivalents, end of year................. 


Cash and cash equivalents are composed of 
Cashit exh See 44.1 Me inline he Betas: 
Bank indebtedness ........ SO URE ie tea ce 
Working capital loans from Canada ............... 


1987 


14,024,234 


938,705 


4,516,267 
19,479,206 


(1,174,146) 


70,339 
(1,103,807) 


(2,652,589) 
109,106 
(2,543,483) 
(6,294,115) 
9,537,801 
(10,596,990) 
(1,059,189) 


(159,189) 
(900,000) 


(1,059,189) 


1986 


6,608,076 


900,487 
(60,428) 


827,957 
8,276,092 


(999,438) 


201,794 
(797,644) 


(857,616) 
95,014 


(762,602) 
(7,271,750) 


(555,904) 
(10,041,086) 
(10,596,990) 


1,403,010 


(12,000,000) 


(10,596,990) 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1987 


1. Objectives and operations 


The Corporation was established by the Freshwater Fish Mar- 
keting Act in 1969, as a corporation without share capital, for the 
purpose of marketing and trading in fish, fish products and fish 
by-products in and out of Canada. The Corporation is an agent 
Crown corporation named in Schedule C, Part I of the Financial 
Administration Act and is required to conduct its operations on a 
self-sustaining basis. Total loans outstanding from Canada and 
from banks may not exceed $30 million. 

The Corporation has the exclusive right to market the products 
of the commercial fishery in the provinces participating in the 
program in inter-provincial and export trade. Participation of the 
provinces of Manitoba, Saskatchewan, Alberta and Ontario and 
the Northwest Territories was established by agreement with the 
Government of Canada. 


. Significant accounting policies 


Inventories 


Finished fish products are valued at the lower of cost and net 
realizable value. Packaging material and parts are valued at the 
lower of cost and replacement cost. 


Depreciation and amortization 


Depreciation is based on the estimated useful lives of the assets 
using the following methods and annual rates: 


Buildings —Lake stations Straight-line 10% 
—Plant Straight-line 2”%% 
Equipment —Machinery 
and office 
equipment Declining balance 10-25% 
—Automotive Declining balance 30% 
Fresh fish delivery tubs Straight-line 10% 
Packer vessel Straight-line 6 4% 


Leasehold improvements are amortized on a straight-line basis 
over the term of the lease. Lease terms vary in length up to 20 
years. 


Payments to fishermen 


The Corporation purchases fish at initial prices established by 
the Board of Directors and the cost of such purchases is included 
in the cost of sales. A guide used in the determination of the ini- 
tial price is 80% of the projected total payments to fishermen (ini- 
tial plus final), based upon forecasts prepared by the Corporation. 
Final payments, if any, to fishermen are determined by the Board 
after the end of the year, based on the results of operations for the 
year. The final payments are made in respect of products pur- 
chased during the year and therefore are charged to operations of 
the current year. 


Foreign currency translation 


Accounts receivable and payable denominated in foreign cur- 
rency are translated into Canadian dollars at the year-end 
exchange rate. Transactions in foreign currency during the year 
are translated at the rate in effect at the time of the transaction. 
Foreign exchange gains and losses are included in interest 
expense. 
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FRESHWATER FISH MARKETING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1987—Concluded 


3. Contributions receivable 


1987 1986 
$ $ 
Government of Canada 
Department of Regional Industrial Expansion ............. 78,834 57,458 
INationalbReseanchi@ouncilies menace enttee cet .ne 485 
Canada Employment and Immigration Commission... 5,413 
79,319 62,871 


Total contributions from the Government of Canada towards 
the cost of property, plant and equipment, market research 
development and job creation programs earned by the Corpora- 
tion during the year were $256,775 (1986—$235,241). 


4. Property, plant and equipment 


1987 1986 
Accu- 
mulated 
depre- 
ciation and 
amorti- 
Cost zation Net Net 
$ $ $ $ 
and ge cc eee ener e 214,428 214,428 216,428 
Buildingsmeere = eer 5,386,223 2,214,460 3,171,763 3,234,165 
EGuipmen tease er 6,573,904 4,377,677 2,196,227 2,243,921 
Fresh fish delivery tubs...... 1,692,084 1,040,550 651,534 606,152 
Packernwessele- escent 444,492 363,840 80,652 40,498 
Leasehold improvements... 420,904 364,375 56,529 68,801 
Construction in progress .... 281,544 281,544 200,931 


15,013,579 8,360,902 6,652,677 6,610,896 


5. Loans from Canada 


These loans are secured by promissory notes and are made 
under Section 17 of the Act. At the end of the year the outstand- 
ing amounts were as follows: 


1987 1986 
Interest Interest 

rate Amount rate Amount 

% $ % $ 
Working capital loans........ 7.02 400,000 9.125 8,000,000 
8.134 500,000 9.375 2,000,000 
9.500 2,000,000 
900,000 12,000,000 
Gapitaliloans tees se. e 10.125 535399 


LOST oe ELI? 
14.000 408,108 
15.375 450,000 
15.625 550,000 


2,652,589 


Working capital loans are repayable on demand and capital 
loans are repaid in amounts at least equal to the sum of the 
annual provision for depreciation and amortization on property, 
plant and equipment and proceeds derived from disposals thereof. 
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6. Interest expense 
1987 1986 
$ $ 
Interest on loans from Canada 

Working capital enc. t rc pore Reece ean. ne 725,192 1,211,481 

(Gapitall rere eee ee ee eee ert ee 29,488 360,351 

754,680 1,571,832 
Losses (gains) on foreign exchange ............-...:000 187,949 (50,657) 
Anterestincome: (eb) eae mrern te eer ec aeete (116,487) (71,327) 


826,142 1,449,848 


. Income taxes 


The Corporation is eligible to deduct for tax purposes a portion 
of its eligible capital cost allowance, and accordingly has no tax- 
able income for the year. At April 30, 1987, the excess of unde- 
preciated capital cost over net book value of property, plant and 
equipment amounted to $5,121,889 (1986—$5,505,387) which 
can be used to reduce future years’ taxable income. 


. Remuneration to foreign agents 


During the year, the Corporation paid an aggregate amount of 
$1,147,614 (1986—$836,234) to the following foreign sales 
agents: Frohman International, Juhl Brokerage Incorporation, 
Bill Bush & Associates, R.M. Sloan Co., Mile Hi Country Sales 
Co., Sahakian, Salm & Gordon, Benolken Brokerage Company, 
International Pacific Seafoods, Inc.,—U.S.; I. LeGrand H. Malo 
et Cie—France; Lejos Oy—Finland; AB.P. Jorgensen—Sweden; 
Rud Kanzow Gmbh & Co.—Germany. 


. Comparative figures 


Certain figures for 1986 presented for comparison purposes 
have been reclassified to conform to the 1987 presentation. 


eS 
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SUMMARY PAGE 


GREAT LAKES PILOTAGE AUTHORITY, LTD. 


~ MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service in designated 
Canadian waters in the Great Lakes area and in and around Ontario, and in designated waters in Manitoba, and in 
the St. Lawrence River, south of the St. Lambert Lock in Quebec. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 132 Second Street East 
P.O. Box 95 
Cornwall, Ontario 
K6H 5R9 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52), 
INCORPORATION incorporated under the Canada Corporations Act in May 1972 asa 
subsidiary of The St. Lawrence Seaway Authority. 
CHAIRMAN AND CHIEF Richard G. Armstrong 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 

At the end of the year 

TORTRASSCISNIE Ker a, sone Sands 2 MUNDANE) Soe ee ge 532 2.0 4.3 se 

Obligations to the private sector .o.......ccccccccccccsesescsseseccececesccccsess nil nil nil nil 

Obligations-to.Canada-sxispccerceoer rr oc: nil nil nil nil 

Botitwat Canada sin 60 aN lahat, Neen hae (1.0) (5.2) (222) (1.9) 
Cash from Canada for the year 

Pee IMCD OCLAE Vn co tER Ras alah t ec Wht PRM Srete a ee nil 3.4 0.3 0.2 


=e TOU SCAT act ide iol atime ees ee One nil nil nil nil 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Great Lakes Pilotage Author- 
ity, Ltd. as at December 31, 1986 and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations, and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
January 30, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Cash and short-term deposits ............c:ccceseeeeeeieeees BOSS SZ amnS22,514 Accounts payable and accrued liabilities ............. 2,710,085 3,229,844 
Accounts receivable «0... ieee ientesiteesssneten 1,936,068 1,651,705 Accrued employee termination benefits............... 35,477 648,638 
5,131,820 1,974,019 2,745,562 3,878,482 
Fixed, at cost Long-term : 
Buildings Maem ce eat eee Vo MR ae eee 63,642 63,642 Accrued employee termination benefits............... 3,462,137 3,294,364 
Eurniture andiequipment .mccstcceeeee 94,418 73,663 6,207,699 7,172,846 
158,060 137,305 
Less: accumulated depreciation ........1--.ccceceseee-cecteneecse 122,462 113,037 SHAREHOLDER’S DEFICIENCY 
35,598 24,268 : 
Capital stock 
Authorized—Unlimited 
Issued and fully paid—15 shares .......0.00.cce 1,500 1,500 
Gontnibutedica pitalewrsr ces ners eters 82,074 82,074 
Deficits ieee tan caterer ee er cee (1,123,855) (5,258,133) 
(1,040,281) (5,174,559) 
5,167,418 1,998,287 5,167,418 1,998,287 


Approved by the Board: 
R. G. ARMSTRONG 


Director 


G. ST. MARSEILLE 
Director 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Revenues 
Pilotage;char gestae wamte ee ect eeee ee eres 11,082,134 8,275,829 
Despatching and pilot boat income..................... 198,350 207,976 
Interestiandiotherincome...-..4..s2c ee eee 103,522 99,211 
11,384,006 8,583,016 
Expenses 
Pilotsysalariesiand Denefitsi-+). <2 eee eee 7,865,224 8,574,418 
Staffisalariesiandibenefitseee ee teres 1,008,555 1,141,667 
iiransportationvand traveler. ee 724,116 657,489 
Pilati boats es ccs eee ee ae odes ese es 494,474 488,062 
Employee termination benefits ...........0.0.0cccee 310,089 627,514 
Communications s9 aes eee ee $7,072 74,333 
Purchased despatching services ..............0:ccceeee 41,385 33,776 
Rentals cnc vte com one eerie at, eee ee sas 40,166 34,571 
Professional and special services .............cc0:c0ce 33,363 73,706 
Utilities, materials and supplies............0.0..005 26,043 36,267 
Repairsjandimaintenance saves... ene 16,277 15,868 
DODLeClAtlON men meen ee eree me er eee ee 9,687 WPA 
Badidebtsn(recoveries ra tet ees (16,223) 25,559 
10,610,228 11,795,982 
Protita(loss On (he veatoere ere wenn eee, 773,778 (3,212,966) 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Balancesbesinningron the yearn ee ee $,258,133 2,308,231 
Parliamentary appropriation (Note 3) ..............:0 (3,360,500) (263,064) 
(Profit)}yloss ror thenyca taretr ee eee eee: (773,778) 3,212,966 
Balancesendromthes\canememe cera nee 1,123,855 5,258,133 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Financing activities 
Parliamentary appropriation ...............0c:cceeee 3,360,500 263,064 
Operating activities 
Cash provided from (used in) operations 
Prone (loss) itormthe Vealincen ene cere eens ees 773,778 (3,212,966) 
Items not requiring cash 
Employee termination benefits ...........0...0.0... 310,089 627,514 
De preciationssse.e ree et es eee 9,687 125752 


1,093,554 (2,572,700) 
Increase (decrease) in accounts payable and 


Accrued ia DiNtiES Meee eer ae eee. (519,759) 133,569 


Increase in accounts receivable ...............0..0..0.008.. (284,363) (276,548) 
Decrease in accrued employee termination ben- 
Oe ie Sh Mee Ue ok Ge a eR ne Re (755,477) (139,162) 


(466,045) (2,854,841) 


Investing activities 


AGGitiOnSs towixed assets= = ees eee eee (21,017) (9,905) 
Increase (decrease) an Cash sss cea ntecccacatesenr ee 2,873,438 ~° (2,601,682) 
Cash and short-term deposits, beginning of the 

Uf) Cane ee RM Pe ce meena ce Sees rey 322,314 2,923,996 


Cash and short-term deposits, end of the year ........ 321952752 322,314 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and objectives 


The Great Lakes Pilotage Authority was established on Febru- 
ary 1, 1972 pursuant to the Pilotage Act, incorporated as a lim- 
ited company on May 17, 1972, and is continued under the 
Canada Business Corporations Act. Pursuant to the Financial 
Administration Act, the Authority is deemed to be a parent 
Crown corporation listed in Schedule C Part I thereto. The 
majority of shares issued by the Authority are held by The St. 
Lawrence Seaway Authority, also a parent Crown corporation. 
The balance is held by the Authority’s Chairman and six Direc- 
tors appointed by the Governor in Council. 

The objectives of the Authority are to establish, operate, main- 
tain and administer a safe and efficient pilotage service within 
designated Canadian waters. The Act provides that the pilotage 
tariffs shall be fair, reasonable and sufficient and together with 
any revenue from other sources, shall permit the Authority to 
operate on a self-sustaining financial basis. 

The Authority is exempt from any income taxes. 


2. Significant accounting policies 


Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating losses 
are recovered from parliamentary appropriations. These appro- 
priations are recorded in the accounts when approved by Parlia- 
ment and are reflected in the statement of deficit. 

Parliamentary appropriations to finance capital expenditures 
are recorded as contributed capital. 


Depreciation 


Depreciation of fixed assets is calculated on a straight-line basis 
and is based on the estimated useful lives of the assets as follows: 


20 years 
5 to 10 years 


Buildings 
Furniture and equipment 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Authority. Contributions with respect to current service are ex- 
pensed in the current period. Contributions with respect to past 
service benefits are expensed when paid, generally over the 
remaining years of service of the employees. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. The current liability reflects 
the accrued termination benefits of only those employees who 
have indicated their intention to terminate their employment 
within the coming year. 


3. Parliamentary appropriation 


The parliamentary appropriation of $3,360,500 (1985— 
$263,064), reflected in the statement of deficit appeared in Sup- 
plementary Estimates “C” and represents funding of the previous 
year’s cash operating loss. 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


4. Pension plan 


Under provisions of the Pilotage Act, pilots who choose to 
become employees of the Authority are entitled to count service 
prior to becoming an employee as pensionable under the Public 
Service Superannuation Act. For pilots who have elected to pur- 
chase pension benefits with respect to past service, the Authority 
is required to match the employee contribution. The estimated 
unfunded past service pension contribution with respect to these 
employees was approximately $293,000 as of December 31, 1986 
(1985 — $352,000) and will be funded over the remaining years 
of service of the pilots, or the terms of purchase, whichever is the 
lesser. 

In 1986, the pension expense was $541,158 (1985 — $593,534) 
including $48,028 (1985 — $61,066) for past service contribu- 
tions. 


5. Commitments 


The Authority has entered into a long-term lease for the rental 
of office space. The minimum annual rental payments which will 
be paid over the life of the lease are as follows: 


$ 
NO rac cusse este iE RARE py OB eee ene ave RMP re PEC ERC cacteaurer unencccct 33,820 
JOYS SERS cee RRO ts aE a AO TER onc Peer ects CP ea Br onbSmsegc a oo ee eeG 35,500 


72,290 


In addition, the Authority has requested tenders for its pilot 
boat services for the next two years. The estimated commitment 
with respect to these contracts is approximately $300,000 a year. 


228 PUBLIC ACCOUNTS, 1986-87 


SUMMARY PAGE 
HALIFAX PORT CORPORATION 


MANDATE 


Administration, management and control of the Halifax harbour and all works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


BACKGROUND 


The Halifax Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1986 
amounted to 14.1 million tonnes including 2.3 million tonnes of containerized cargo. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 336 
Ocean Terminal 
Halifax, Nova Scotia 


B3J 2P6 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1984; letters patent of incorporation issued by the Minister of 
INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE David F. Bellefontaine 
OFFICER 
CHAIRMAN Raymond V. Beck 
AUDITOR Doane Raymond 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months to 
1986 1985 Dec. 31, 1984 
At the end of the year 
PERRO SSCS wc hie Be eis gs oR a cate el aA nce ae 60.6 60.2 58.3 
Obligations to the private sector comet ree eee et nil nil nil 
Obligations. to Canada™ 2 ccc :<ccisavccsa CaMV csc ae Meese ia cee moet 30.0 2-0 25.6 
Baeity ot Garin ee 2.4 carsci Gas dn aca ee tee arcs ge eh ras tos legen igen 232 23.9 PPD 
Cash from Canada in the period 
mr UG BTA RY «ices cals cg sjussctelaseshvscien COREE oe RMU ms ctea ak tn deantrteaey nil (negl.) 0.6 
Sees NON -DUCSOEAR V1.5: 55 scan acere selon cote cease Oana ees cee ese 4.1 nil nil 


* Excludes $5.0 million in accrued interest owed to Canada. 
** Takes no account of special contributions to Canada in 1986 of $1.9 million. 
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HALIFAX PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Halifax Port Corpora- 
tion as at December 31, 1986, and the statements of income and deficit 
and changes in financial position for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Doane Raymond 

Chartered Accountants 
Halifax, Canada 
February 6, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 
$ $ 
Current 

(COAG esas Hat re eae ok 52,148 228,147 
INVEStIMentsi(INOte\S) mes eeeeeeeenteeeree e 3,999,445 3,597,121 
PNCCOUNTS TECELVADIC totes. . ostotereorteiscore tennessee: 2,590,519 1,753,353 
Materialstandisupplies® sec tee eet eases: 92,842 84,491 
6,734,954 5,663,112 
ERVESCIIENUSIUINOUEES) ernst ornsrecee acess ences 33,195 33,090 
PSIIOUNIS TECEIVA DIC i oaccere haces ores celina as 350,782 
BYXCCu(NOtG:A) erences eter 53,839,280 54,172,543 
60,607,429 60,219,527 


On behalf of the Board: 


RAYMOND V. BECK 
Chairman 


DAVID F. BELLEFONTAINE 
General Manager and Chief Executive Officer 
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4,468,785 
163,809 
523,308 


5,155,902 


652,043 
30,556,933 


36,364,878 


72,136,346 


(48,281,697) 


LIABILITIES 1986 
$ 
Current 
Accounts payable and accrued liabilities.......... 837,109 
Grants in lieu of municipal taxes.................... 32,702 
Deferredirevenues ote eee 858,106 
Current portion of long-term debt..................... 276,080 
2,003,997 
AccruediemployeeibenelitSesess +. ee eae 682,648 
Loans from Canada (Note 5) ..............ccceee 34,680,853 
37,367,498 
EQUITY 
Contributed capitaligec 5 toe cree nce cnennee res 72,136,346 
Contribution to Canada (Note 6).............:c ee (1,920,000) 
Die fici tometer e sere he xh ee eee fee ook Shear eset (46,976,415) 
23,239,931 


23,854,649 


60,607,429 


60,219,527 
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HALIFAX PORT CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 


Revenueinomioperations nes nese een aes 


Operating and administrative expenses ................ 
Depreciation seecrc eee tree ec ees 
Grants in lieu of municipal taxes.............0.0..0000... 
Loss on grain elevator operations (Note 7) .......... 


Income from/operations excess eetee ee 


Investmentincomes en ete eee 
Interestiexpense sen co cum eee en es 
Loss on disposal of fixed assets ...........0.0ccccccccee 


Net income before extraordinary item.................. 
Extraordinary item 
Gainionisalesotiland arene ee es 


1986 
$ 


11,037,012 


6,788,356 
2,002,115 
668,352 


9,458,823 
1,578,189 


361,937 
(476,582) 
(407,262) 


(521,907) 
1,056,282 


249,000 
1,305,282 


(48,281,697) 
(46,976,415) 


1985 
$ 


UE 


6,290,314 
1,519,654 
818,640 
75,069 


8,703,677 
1,075,502 


663,275 
(37,989) 


625,286 
1,700,788 


1,700,788 
(49,982,485) 


(48,281,697) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


OOOO eee 
ooeoeaeaeaeaoooooo——ooooooo eee 


Operating activities 
Net income before extraordinary item.............. 
Depreciation... etic ot..o.cccle eee 
Other et ER NE he eroded 
Decrease (increase) in operating components 
of working capitaliieen... 2.7 essere 
Cash provided by (applied to) operating activi- 
CHES PIR oe ac UR RR ce hae Ore ae 

Financing activities 
Capitalyerants...,@Qu SAO RE een ences 
loans from Canadagene see ene 


ties See MeSe. 1 Oe AE EE oe ce ctcn es 


Investing activities 
Proceeds from sale of land ..............-cccccscscc0000-. 


Cash applied to investing activities .....0....00.00......, 
Contribution| to! Ganadars a ee ee 


Increase (decrease) in cash and short-term 
INVES(MeNtsie see reste eee | rn 
Cash and short-term investments, beginning of 
theivearier secre es ee eel haa 


Cash and short-term investments, end of year .... 


1986 
$ 


1,056,282 
2,002,115 
437,762 


(3,997,423) 


(501,264) 


4,123,920 


4,123,920 


249,000 
(2,080,510) 
355,179 


(1,476,331) 
(1,920,000) 


226,325 


3,825,268 
4,051,593 


1985 
$ 


1,700,788 
1,519,654 
(51,772) 
1,101,367 
4,270,037 


(10,263) 
2,650,000 
(2,650,000) 


(10,263) 


(12,288,251) 
(68,377) 


(12,356,628) 


(8,096,854) 


11,922,122 
3,825,268 
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NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


lle 


In accordance with the Canada Ports Corporation Act, sections 
6.1 and 6.2, a petition for the establishment of a local port corpo- 
ration at the Port of Halifax was approved and the Halifax Port 
Corporation was established effective June 1, 1984. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying val- 


ues 


in the accounts of the Canada Ports Corporation—Port of 


Halifax to the Halifax Port Corporation. 


(a) 


(b 


~— 


~— 


(c 


(d 


~—S 


(e) 


(f) 


. Significant accounting policies 


Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


Insurance 


Canada Ports Corporation assumes substantially all risks 
against fire and general perils, as well as worker compensa- 
tion claims. Any costs arising from these risks are recorded in 
the accounts in the year they can be reasonably estimated. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 
in subsequent years under its collective agreements, or in 
accordance with its policy. 
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HALIFAX PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


3. Investments 


1986 1985 
Amortized Face Amortized Face 
cost value cost value 
$ $ $ $ 
Short-termss. eee ees 3,999,445 4,045,400 3,597,121 3,618,500 


Amortized Market Amortized Market 


cost value cost value 
EON O- tenia e eee 33,195 33,242 33,090 33,242 
4. Fixed assets 
1986 1985 
Accu- 
Depre- mulated Net Net 
ciation depre- book book 
rates Cost ciation value value 
% $ $ $ $ 
and) pee 23,324,979 23,324,979 18,024,654 
Dredging ............ 2.5-6.7 2,596,947 2,201,275 395,672 422,230 
Berthing — struc- 
tUTeS geen ee ee: 2.5-10 32,234,879 16,883,596 15,351,283 7,853,789 
Buildings ............ 2.5-10 17,218,138 10,702,336 6,515,802 7,227,753 
Witilitiese ese 3.3-10 4,409,404 1,659,267 2,750,137 1,402,979 
Roads and sur- 
faces ees 2.5-10 6,434,209 3,203,685 3,230,524 2,698,939 
Machinery and 
equipment ...... §-100 9,230,913 7,389,937 1,840,976 1,554,323 
Office furniture 
and equip- 
Mente 20 790,302 489,053 301,249 351,707 
Projects under 
construction ... 128,658 128,658 14,636,169 


96,368,429 42,529,149 53,839,280 54,172,543 


5. Loans from Canada 


1986 1985 
$ $ 
Non-interest bearing loan with indefinite due 
aC ee err en re syn ey MR et tee a aces? D5:5555/62 29.5954 02 
Accrued interest on loans not due and pay- 
tlle) (ob sata kena naenea tic sa ee eee Sa Ase 5,001,171 5,001,171 


30,556,933 30,556,933 


10% loan maturing on December 31, 1996 
repayable in blended annual principal and 


interest payments of $716,080 .............00.0. 4,400,000 

Less current portion repayable within one 
V CAN rare en sch rete ares tases andea ssa gorseagetaees 276,080 
4,123,920 


34,680,853 30,556,933 


The loans from Canada are unsecured. 


6. Contribution to Canada 


This amount was paid pursuant to a demand from the Govern- 
ment of Canada. 
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7. Comparative Figures 


Certain of the 1985 comparative figures have been restated to 
separately disclose as follows the grain elevator operations: 


$ 
Revenue from operationsnmmte see meres tenes eens 1,981,725 
Operating and administrative expenses ..............0::ccccceceee 1,933,839 
Grantsanlieulofsmunicipalitaxessaeee ae eee 122,955 
2,056,794 
IPoss;omoperationss csehee een coe eee ee eee ee (75,069) 
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SUMMARY PAGE 


HARBOURFRONT CORPORATION 
MANDATE 


a) To develop, manage and operate the waterfront in accordance with the development framework. 


b) To initiate, conduct or sponsor cultural, recreational, scientific and educational programs which, in its opinion are 
of advantage to the public. 


BACKGROUND 


The Harbourfront site was delineated by the federal government in 1972 through the assembly of lands it owned plus 
other lands it expropriated. Extensive decayed properties were removed. With the efforts of all levels of government 
and an interim board, a long-term development plan was established and the mandate for Harbourfront Corporation 
was put in place in 1978. Since 1976, active Harbourfront programs of cultural, recreational and educational 
activities have made the site an attractive, busy public place. In addition to its spending on facilities for public use, 
the corporation has furthered private sector development on the site by leasing some land and selling air rights. With 
its cash flow from development, Harbourfront is now close to financial self-sufficiency in its operation. 


CORPORATION DATA 


HEAD OFFICE Suite 500 
410 Queen’s Quay West 
Toronto, Ontario 


MSV 1A2 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1936; as Terminal Warehouses Ltd, under the Ontario Companies 
OF INCORPORATION Act; July 14, 1978, as Harbourfront Corporation, under the Business 


Corporations Act of Ontario; continued under the Canada Business 
Corporations Act, December 21, 1984. 


CHIEF EXECUTIVE Frank Mills 
OFFICER (ACTING) 

CHAIRMAN Consiglio Di Nino 
AUDITOR Green & Cadsby 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 


(restated) 
At the end of the period 
Total ASSOLE arene pt ens ci a iies aee ma ee etta nga. a3! 36.3 27.9 9.8 
Obhoations te themrivate sector +c nirrcuect ee es en nil nil nil nil 
Cita TS LOM AAG cao ican eee cesta at tiene ene era aases nil nil nil nil 
oa Aha t  17217 F: Laer an OER Relafen a 1.4 0.3 0.2 0.5 
Cash from Canada in the period 
Bese MRO A TE heise acs aoe erin uash env Meccan aoe 1.0 6.1 20.9 14.0 


ee MOT DUNT OY oo cn teh sacs Bae oe eee a arto nil nil nil nil 
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HARBOURFRONT CORPORATION 
_AUDITOR’S REPORT 


_TO THE HONOURABLE STEWART MCINNES, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


We have examined the balance sheet of Harbourfront Corporation 

as at March 31, 1987 and the statements of income, retained equity 

_and changes in financial position for the year then ended. Our exami- 

nation was made in accordance with generally accepted auditing 

_ standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
-ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, we have examined the transactions that came to our notice 
in the course of the above mentioned examination of the financial 
statements of Harbourfront Corporation for the year ended March 31, 

1987, to determine whether they were in accordance with Part XII of 
the Financial Administration Act, the regulations, the charter and by- 
laws of the corporation and the seven year management agreement 
dated June 13, 1980 as subsequently amended. In our opinion, these 
transactions were, in all significant respects, in compliance with the 
authorities specified. 


Green and Cadsby 
Chartered Accountants 
Toronto, Canada 
June 11, 1987 


BALANCE SHEET MARCH 31, 1987 
233333300—0—O—6C—eoCOowNNOSeanaoqowyqwoos@«<Ssasas—_—SSSS 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Cash and term deposits (Note 2) ...cccc.cccccccccsccsssseece 1,618,135 318,352 Accounts payable and accrued liabilities ................. 3,329,372 2,206,904 
Government of Canada—Receivable (Note 2) ....... 357,022 344,733 Unearned revenue from development agreements 
Due from related companies (Note 2) ......0c...0000...--. 1,881,695 162,488 (Notes8) panies ehabier me Cnn bee ss 30,154,518 31,034,821 
Receivables and other assets (Note 4) ......0c0.ccc0-0. 3,482,824 3,028,184 Deferred development contributions (Note 9)........ 1,442,583 1,799,414 
Due under development agreements (Note 6).......... 22,388,972 23,451,292 Othendeferredirevenuessa seen 781,619 932,361 
Deposit with Receiver General (Notes 2 and 5)...... 6,972,765 8,773,245 35,708,092 35,973,500 
Bretiasiets (Note dace, ok ee ees 423,536 230,717 a a ee 
SHAREHOLDER’S EQUITY 
Capital 
Authorized 
$00,000—Common shares 
Issued 
215,500—Common share ..0..000.00.--cccccccccececesees ] 1 
RetainequE quit y esx cc ore sce sister stecsescc he me, 1,416,856 335,510 
1,416,857 335,511 
37,124,949 36,309,011 37,124,949 36,309,011 


See accompanying notes 
On behalf of the Board: 


CON di NINO 
Director 


BRAM APPEL 
Director 
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HARBOURFRONT CORPORATION—Continued 


STATEMENT OF RETAINED EQUITY STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 FOR THE YEAR ENDED MARCH 31, 1987 
ee ———————————————eeee ———————————————————————————eee_ 
1987 1986 1987 1986 
$ $ $ $ 
Retained earnings (deficit) at beginning of year..... (854,206) 243,193 Operating and Development Activities 
Nefincome tor the yang. .ccsce ier te erences 1,081,346 92,317 Funds provided from 
Transfer to restricted surplus ...............:ccseee (8,317,503) (1,189,716) Netiincome for the year: 2.10ee finesse 1,081,346 92,317 
Transfer from restricted surplus ............0..:0008 9,800,000 Expenses not requiring cash outlay 
Retained earnings (deficit) at end of year ............ 1,709,637 (854,206) Depreciation €xPpemse o.oo... eres 147,746 66,298 
Restricted surplus at beginning of year................... 1,189,716 1,229,092 158,615 
Transfer from retained earnings ..............0.::0008 8,317,503 1,189,716 Funds increased by 
Appropriation of restricted surplUs................0 (9,800,000) Deferred revenue from development agreements 15,140,698 
Restricted surplus (deficit) at end of year Due under development agreements .................5 1,062,320 
(Note 11 agree ee eee ees ea arsta (292,781) 1,189,716 Receivable from Government of Canada............. 6,514,000 
F ; hie aa GETO ais Deferredireyenuent 244.2000 eons ee 55,186 
Ree sou aU DegimnAing ON C8 Tse SEE eee ll: Deposit with Receiver General ..........:.0.00 ees 1,800,480 
Retained equity at end of year... ees 1,416,856 335,510 Accounts payable and accrued liabilities ............. 1,122,467 


See accompanying notes 3,985,267 21,709,884 


Funds reduced by 


Due under development agreements..................... (13,853,414) 
Deferred revenue from development agreements (880,303) 
Deferred development contributions .................... 356,831) 
INCOME STATEMENT Receivable Pea aaer athe of Canada... = oak) 
FOR THE YEAR ENDED MARCH 31, 1987 Deferred revenllenee. on i oc eee ert (150,742) 
Deposit with Receiver General ..........0..:::0ce (4,931,875) 
a Development contributions........0...cc cee (4,785,104) 
1987 1986 Accounts payable and accrued liabilities ............. (2,056,169) 
$ $ Receivables and other assets ..............0:::::eteee (454,640) (1,538,984) 
Ge tions Due from related companies ..............6ccceeee (1,719,207) 
pete (3,574,012) (27,165,546) 
Government of Canada—Contribution Funds increased (reduced) by operating and 
(NGte Dee ae et Rice Bene 205,700 development activities... 1,640,347 (5,297,047) 
Rental from revenue producing property ..... 1,709,631 1,563,040 Investing activities 
Parking, concessions and other income ........ 3,657,219 3,834,201 Land acquired from the CrowN.............:00c eo (1) 
Eventsiad missions aes eer eet 1,215,423 980,239 Operating fixed assets ...............:-cecetees re ssestseeees (340,564) (297,013) 
SVentSsSpPOnSOrsiDS ccna teerseeece eee craee 1,520,629 1,257,543 (340,564) (297,014) 
ers earned under Harbourfront Capi- Increase (Decrease) in Funds...........0...::ccceeees “1,299,783 (5,594,061) 
AIWACCOUNTMUNOLE!2 recreate meer etree raees 532,977 $57,062 Cach and d ‘isat bevinni f 318.352 5.912.413 
Interest and fees earned under development lb Lah dieu abies penn Aa ie hg ee 
NETCeuINee ee es ny 2,245,532 1,582,515 Cash and term deposits at end of year... 1,618,135 318,394 
10,881,411 9,980,300 See accompanying notes 
Expenses 
Personnel (Notes O) ir enters anpconaacr scenes 4,967,311 4,443,437 
Property androperations. = os csccceescecsererree t=: 1,608,402 1,442,207 
Events production and marketing..................... 3,560,932 2,738,055 
General and administration...............:cccceeee 2,673,538 2,387,702 NOTES TO THE FINANCIAL STATEMENTS 
Depreciationr cance sree eer 147,746 66,298 MARCH 31, 1987 
12,957,929 11,077,699 
Wossifrom Operations rece eee cerns cme 2,076,518 1,097,399 1. General 
Development The Company, incorporated under the Laws of Ontario, was 
Income continued under Section 181 of the Canada Business Corporations 
Contributions applied (Note 9)... 3,278,831 11,995,955 Act by Certificate of Continuance dated December 21, 1984. 
Interests, 5 Ae kcal accra recent reetrene eee ; = 7 — The Company is a Crown corporation listed under Part I of 
pie ,293, ,084, Schedule C of the Financial Administration Act. Share capital is 
eee om i maak eats Seaetoseea tot ices Dane held by Her Majesty the Queen in Right of Canada as repre- 
P seis aibue tee Seas = AN ABS fel 15 sented by the Minister of Public Works. 
ss _ 11,610,516 13,274,509 _ The Company is exempt from Corporation Income Taxes under 
sae AE. SM Pies, Ponatelsd acne Section 149(1)(d) of the Income Tax Act. 
peers Tt tigen ta ORO gel MTS Be a ee Ate len er am Magee Sang amine 
8,452,652 12,084,793 mart _2oee 
Income from development: cssceccc-exccecctsncatpncsteeaccaces 3,157,864 1,189,716 630370 Ontario Limited 
Net tacoma finkheteatreslacdvnc-sscnarane 1,081,346 92,317 15972 Canada Limited 


Peter Street Basin Properties Inc. 
See accompanying notes Harbourpoint Developments (Harbourfront) Ltd. 
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HARBOURFRONT CORPORATION—Continued 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


2. Related parties transactions 


Pursuant to a seven year agreement dated June 13, 1980 as 
subsequently amended, Her Majesty the Queen in Right of 
Canada, has granted the Company the right to operate, manage, 
maintain and develop certain premises situated on the Toronto 
harbourfront for commercial and residential purposes, including 
the leasing of space and to initiate, conduct or sponsor on the 
premises cultural, recreational and educational programmes for 
the benefit of the public. Subsequent to March 31, 1987, this con- 
tract has been extended to March 31, 1988. This extension is sub- 
ject to the understanding that revisions to the Agreement may be 
required prior to the new expiry date as a result of present and 
impending policy reviews related to the future mandate. 

Funds received on account of development rights and capital- 
ized land leases are remitted to the Receiver General for deposit 
in the Harbourfront Capital Account, an interest bearing trust 
account within the Consolidated Revenue Fund of the Govern- 
ment of Canada. 

The Corporation may, with the approval of the Governor in 
Council, upon recommendation of the Treasury Board, withdraw 
amounts of principal remitted to the Harbourfront Capital 
Account for purposes consistent with the development and finan- 
cial objectives of the Corporation. 

The following summarizes related party transactions for the 
year. 

Government of Canada contributions: 


1987 1986 
$ $ 
Operatineccontnibutions: sees eee 205,700 
Development Contribution ....0cc.c0 ccs ceeteeecessessss: 954,000 5,886,300 
954,000 6,092,000 
Interest received and receivable from the Har- 
bounirontiGapitalvAccount cee ee, 532,977 $57,062 
Government of Canada Recelva DIGw weir eee 357,022 344,733 


At March 31, 1987, $500,000 received under a development 
agreement and included in cash and term deposits, remained to be 
remitted to the Harbourfront Capital Account. 

The Company is related to two cultural corporations, Art Gal- 
lery at Harbourfront and School by the Water by virtue of com- 
mon management. In both cases Harbourfront has majority 
representation on the Boards of Directors. The Company also acts 
as financial agents for these companies. 


Art 
Gallery 
at School 
Harbour- by the 
front Water 1987 1986 
$ $ $ $ 
Operating contribu- 
tlonvenee rte mee 194,600 81,300 275,900 243,400 
Amounts receivable 
at March 31............ 1,751,561 130,134 1,881,695 162,488 


The major portion of the $1,751,561 amount receivable from 
the Art Gallery at Harbourfront as at March 31, 1987 is related 
to the construction of the Gallery’s new Power Plant building. The 
Gallery will repay Harbourfront, with interest tied to interest 
rates earned by the Harbourfront Capital Account, as pledges and 
donations are received in future years as follows: 
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$ 
1988"... eRe Vain es. 4 tee HOS Renee fury (a 710,842 
LOB Ors recente ened ctr ie eek tas eee neta ects Deere), Tere Ne EN n 2. 263,795 
1990 2.8. eshte me cu pet ee tee en 245,331 
LOR 2s al Sete eect ORs Bye Eas RR NE Sam, AMRIT ty) 178,585 
199 Dice theres 2 este acne RPO Ne MST AM cs ie eo 105,352 


1,503,905 


. Accounting policies 


Land 


The land being developed by Harbourfront is owned by Her 
Majesty the Queen in Right of Canada except for certain desig- 
nated portions that have been conveyed to the Company for nomi- 
nal consideration to facilitate certain redevelopment agreements. 
Land, the acquisitions of which are funded by contributions from 
the Government of Canada, is owned by the Government of 
Canada, and accordingly, is recorded as expenditures. Land trans- 
ferred to the Company from the Government of Canada is trans- 
ferred and recorded at $1. 


Buildings and site improvements 


The Company records the costs of maintaining and improving 
the site and buildings thereon as expenditures in the year 
incurred, except for additions to land conveyed to and retained by 
the Company which are capitalized. 


Operating fixed assets 


Certain operating fixed assets were originally transferred from 
the Government of Canada to the Company by Order in Council 
for $1. Additions to March 31, 1985 were recorded as expendi- 
tures and equipment capital leases were treated as operating 
leases. 


Operating assets, consisting of machinery, equipment and office 
furniture, are recorded at cost and depreciated over their useful 
lives. Assets reflected in the financial statements include addi- 
tions, including acquisitions through capital leases, if any, after 
March 31, 1986. 


Recognition of revenues 
Development rights and leases 


Upon closing of development agreements, the Company records 
all amounts received and receivable which are reasonably deter- 
minable as unearned revenue. Sales of air rights are recognized 
and net income is recorded upon transfer of title of said air rights 
and registration of the condominium development. Capitalized 
land leases are recognized on a straight line basis over the lease 
term. 


Interest 


Interest earned by the Corporation from the monies held in the 
Harbourfront Capital Account and interest earned on balances 
due under development agreements, are part of the operating 
revenues of the Corporation. 


Government contributions 


Contributions from the Government of Canada are recognized 
at the time they are authorized as payable to the Company. 


Basis of consolidation 

The consolidated financial statements include the accounts of 
the Company and its subsidiaries. 
Retained equity 

Retained equity consists of retained earnings and restricted sur- 
plus (deficit). Net income recognized under development agree- 
ments and capitalized land leases, is transferred to the restricted 


surplus account to reflect the restriction set out in Note 2. Trans- 
fers out of the restricted surplus account to retained earnings are 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987—-Continued 


limited to such amounts as are approved by the Governor in 
Council, upon recommendation of the Treasury Board. 


4. Receivables and other assets 


1987 1986 
$ $ 

INGCOUNCS TECELV ADI Ciect erin ater eect ee enteral 653,091 316,144 
Interest and construction allowances under 

development agreements...............:.:ccccceeeeeeees 1,717,594 1,277,016 
Interestotherseeere or od tnt deren es 99,578 86,063 
Development: feeSwen serctte tye ee anster sere nea 450,000 500,000 
Participating income receivable..................:000 37,616 124,355 
Programming grants receivable... 65,700 95,050 
Prepaid expenses and deposits............:cceeee 459,245 629,556 


3,482,824 3,028,184 


5. Deposit with Receiver General 


As of March 31, 1987, the Corporation had received and paid 
$7,999,520 into the Harbourfront Capital Account. Balances due 
upon the registration of various condominium developments 
amount to $22,388,972 and will be remitted to the Harbourfront 
Capital Account on receipt. 


1987 1986 
$ $ 
Balance at beginning of year................0 8,773,245 3,841,370 
Depositsiduring year nac. eas 2a ee cere 7,999,520 4,931,875 
Withdrawals during: yeanee neste tera (9,800,000) 
Balancetatiend Of yeane nett ercearstenae: 6,972,765 8,773,245 
6. Due under development agreements 
Due Due 
within after 
one one Total Total 
year year 1987 1986 
$ $ $ $ 
Amounts due, interest 
bearing Ars ese 8,683,253 900,000 9,583,253 4,833,253 
Amounts due, non- 
interest bearing ...... 8,341,094 4,464,625 12,805,719 18,618,039 


17,024,347 5,364,625 22,388,972 23,451,292 


7. Fixed assets 


Fixed assets consist of: 


Accu- Net 
mulated 
Cost depreciation 1987 1986 
$ $ $ $ 

Sander ryor nner 1 1 1 
Operating fixed 

assets trans- 

ferred from 

Crowne. cies 1 1 1 
Equipment............. 637,578 214,044 423,534 230,715 


637,580 214,044 423,536 230,717 


8. 


10. 


ik 
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Unearned revenue from development agreements 


1987 1986 
$ $ 

Balance at beginning of year............0.00c00 31,034,821 15,894,123 

ATOUNtS LECElVEC ae pein eee eee acess 500,000 2,477,000 

AAINOUNS FECClVA DIC eset a rie een eee 6,937,200 13,853,414 

38,472,021 32,224,537 

Banneduins Vea tekst cece Wace sacrncee anaes 8,317,503 1,189,716 

Balancemt end’ of yeatie on ees tees 30,154,518 31,034,821 

. Deferred development contributions 
1987 1986 
$ $ 
Deferred contributions at beginning of year... 1,799,414 6,472,518 
Contributions during year 
Government of Canada (Note 2)............. 954,000 5,886,300 
Allowances under development agree- 

TIO CS) Oe Ue ER POO. 1,168,000 1,436,551 
Sporsorshipseeate nent rhe Pee. Stee eee 800,000 

4,721,414 13,795,369 

Contributions applied in year.............0..0. 3,278,831 11,995,955 

Deferred contributions at end of year.............. 1,442,583 1,799,414 


The deferred contributions at beginning of 1986 were repre- 
sented by contributions from the Government of Canada. 


Personnel 


Personnel costs were incurred in each operational area as fol- 
lows: 


1987 1986 
$ $ 
Property and operationssys: te. neeike meet eerre 1,028,750 983,089 
Events: production .....peq:sccvitece:ssssrsencsesssceneeeerme 2,315,914 2,125,532 
General and administration ................:cc.ccceereeees 1,212,362 955,783 
Planningjandideyelopment 2... -ccvesces.-..sncs-vaccasnsdses 410,285 379,033 


4,967,311 4,443,437 


Restricted deficit 


The restricted deficit arises as a result of Harbourfront Capital 
Account funds advanced to provide working capital for the Corpo- 
ration, in excess of the recognition of income from development 
agreements, as summarized below. 


Recognized as income 


$ 
LOS GS ee take ns UR Lt ee ae 1,189,716 
1987 RON. BE ete SOE. TA te eee eee 8,317,503 
9,507,219 
Advances in excess of recognized InCOME................::cecees 292,781 
Amounts withdrawn per Note 5 ..............c.csessecccscecererenereenees 9,800,000 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


The following items maintain a consistent relationship: 


1987 1986 
$ $ 
Funds received and deposited with 
Receiver General ease tee 16,772,765 8,773,245 


(9,800,000) 


And). eee ree ee ee Anat a) Swe 6,972,765 8,773,245 
Deposit received under development agree- 
TNCN tHE IEA gre Merete Cd ie 00 beer perk ely 500,000 
Amounts due under development agree- 
IMenits (NOC) paeneeren settee oe a 22,388,972 23,451,292 
29,861,737 32,224,537 
Unearned revenue from development 
ALTECIMENSUNOLCIS)) eae eee een: ae 30,154,518 31,034,821 
Restricted surplus (deficit)... (292,781) 1,189,716 
29,861,737 32,224,537 


[2. Comparative figures 


Certain other 1986 comparative figures have been reclassified 
in order to conform with the financial statement presentation 


adopted for 1987. 


3. Cumulative contributions by the Government of Canada 


The following historical cost information in millions of dollars 


has been supplied by the Department of Public Works: 


Fiscal Fiscal 

1972 to 1981 to 
1980 1987 Total 

$ $ $ 
andracquisitioness ees eas 54.4 54.4 
Operating and capital expenditures 22) ao) DAES 
Operating contributions................... 8.5 8.5 
Development and land acquisition 

CONUHIDU TONS aera een were SES 51.3 
159, 59.8 NSi7 


Funds contributed subsequent to fiscal 1980 represent expendi- 
tures pursuant to the Management Agreement referred to in 


Note 2. 


4. Commitments 


The contractual principal repayments under equipment leases 


entered into prior to April 1, 1985 are as follows: 


Fiscal year $ 
NOS 8 sete wena costince rruthcsnsd ne aed ete te Ree eR ey LCE ; 
DOSS Beeson ee erst ausnty dec otvarr ins Mian oe ee Ea Ee 38,089 
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15. Uncertainties and Contingencies 


(a) 


(b) 


A policy review of Harbourfront Corporation is in progress. 
To avoid actions that will prejudice the Corporation’s ability 
to properly consider and act upon any recommendations, the 
Minister of Public Works on May 5, 1987 instructed the Cor- 
poration that all capital projects be put in abeyance. Projects 
which have received the required building permits from the 
City of Toronto and are now under construction are proceed- 
ing. All other projects requiring building permits are in abey- 
ance. 


Due to the nature of the review and the uncertainty of its 
results, these financial statements give no effect to the finan- 
cial implications of the projects under suspension. 


The ramifications of the suspension of capital projects are 
unknown at the present time. 


The Company is the defendant in certain litigation matters. 
The Company has denied liability in these actions and in 
some instances has served counterclaims. In the opinion of 
management, based in part upon discussion with counsel, 
these actions will be resolved satisfactorily and will not have 
a material adverse effect on the Company’s financial posi- 
tion. 


——————————— 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 


MANDATE 


To initiate, encourage and support cooperation between Canada and developing countries in the field of ocean 
resource development. 


BACKGROUND 


ICOD was established by statute as a parent Crown corporation in February 1985. It complements the work of 
CIDA, the International Development Research Centre, and other development assistance organizations. It is seen as 
an important new dimension in Canada’s efforts to assist less fortunate nations through its long experience and 
expertise in marine resource management. 


CORPORATION DATA 
HEAD OFFICE 5670 Spring Garden Road 
9th Floor 
Halifax, Nova Scotia 
B3J 1H6 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
YEAR AND MEANS 1985; The International Centre For Ocean Development Act, (S.C. 
OF INCORPORATION 1984-85 C. 6). 
CHIEF EXECUTIVE G.C. Vernon 
OFFICER 
CHAIRMAN Elisabeth Mann Borgese 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 
At the end of the period 


TVOCAIVASSGES Weote ot eicsteabas i ecAad ce es er ne ee aa a Canoes ees 0.1 0.1 negl 

Obligations tothe private Sector 4 eats me eee encase nil nil nil 

Obligations to Canada’s 295 9s | Re 5 ee ent so atuakiaumneee reuse nil nil nil 

Bitola rae errr ne eae el a een ed negl negl nil 
Cash from Canada in the period 

Pm IU EUIROL AT V orate kN re ek Na ree pe aes Pee or 4.0 Li 0.8 


== OM DUCMELAT Yoshi consis doch pester ot arctan tua aes go tensa as eran ee nil nil nil 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 


AUDITOR’S REPORT 


TO THE SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Centre for 
Ocean Development as at March 31, 1987 and the statements of oper- 
ations, deficit, contributed surplus and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the financial 
position of the Centre as at March 31, 1987 and the results of its oper- 
ations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding period. 


Further, in my opinion, the transactions of the Centre that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the International 
Centre for Ocean Development Act and regulations and the by-laws of 
the Centre. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 15, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


LL Li ze 


ASSETS 1987 1986 
$ $ 
Current 
(CANS te Le S21 Oa en boa ee ne ee Ee 70,119 74,669 


74,014 5,070 


144,133 79,739 
Approved by the Board: 


J. VANDERMEULEN 
Director 


5. VERNON 
Director 


LIABILITIES 1987 1986 
$ $ 
Current 
Accounts payable and accrued liabilities... 100,190 45,408 
EQUITY 
Contributed surplus: (Note:3) heat eee ee $4,227 52,790 
Deticit\ rence see ere ee en et ae Cen COREA (10,284) (18,459) 
43,943 34,331 
144,133 79,739 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Continued 


STATEMENT OF OPERATIONS 

FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) 


1987 1986 
$ $ 
Program activities 
Technical assistance 
Technical assistance projects (Schedule A)................ 947,885 77,000 
Program —Development and related expenses .......... 87,894 4,506 
—Administration costs (Schedule E).......... 223,678 66,877 
1,259,457 148,383 
Information 
Information —Projects (Schedule B).................008 246,611 27,508 
ES ELVICESIEX DCNSCSte ate ees e 72,404 2,750 
Program administration costs (Schedule B)................ 127,768 1,588 
446,783 31,846 
Training 
Course development projects (Schedule C)................ 548,091 53241 
Scholarship projects (Schedule D) «0.0... $14,583 276,769 
Program —Development and related expenses .......... 18,564 6,764 
—Administration costs (Schedule EB).......... 181,611 89,821 
1,262,849 378,595 
Total program activities expenditures........... Tne 2,969,089 558,824 
Administrative expenditures (Schedule F) .........0..0..00. 1,079,037 660,069 
Deduct: revenues 
Recoveries from project CO-SPONSOF ............c::cees (34,117) 
ETECTESTHINCOME aoe e ee seoe tracer conc ee eee eee ee (22,184) (75,434) 
(56,301) (75,434) 
Costiol operationssforthe yeaa ten. crete 3,991,825 1,143,459 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) 
1987 1986 
$ $ 
DeficiteaL beginning On the Veate ener cee cere 18,459 
Parliamentary appropriationsacer sna eters nec 4,000,000 1,125,000 
3,981,541 1,125,000 
Deduct: cost of operations for the year......... ts toreteoents 3,991,825 1,143,459 
Deficttzatiendtofthe: year or ere comes casera 10,284 18,459 
STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) 
1987 1986 
$ $ 
Contributed surplus, at beginning of the year oo... 52,790 
Assets contributed by predecessor non-government organiza- 
tion—International Centre for Ocean Development............ LA32 see 


Contributed surplus, at end of the year.. 54,227 52,790 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 

(with comparative figures for the period 

February 27, 1985 to March 31, 1986) 


1987 1986 
$ $ 
Financing activities 
Parliamentary appropriations ...........0..:.cee 4,000,000 3,300,000 
Refund of parliamentary appropriations.............. (2,175,000) 
4,000,000 1,125,000 
Cash balance contributed by predecessor non- 
government organization—International 
Centre for Ocean Development......................... 1,437 
4,001,437 1,125,000 
Operating activities 
Cash used for operations 
Cost of operations for the year... (3,991,825) (1,143,459) 
Adjustment for non-cash items 
Net fixed asset contributions.............0...00 52,790 
(3,991,825) (1,090,669) 
Increase (decrease) in working capital items 
Otherthanicas hi peewee ees ene ee es (14,162) 40,338 
(4,005,987) (1,050,331) 
Net, funds: provided! (used) i. a3. fs sets arescrnerteceers (4,550) 74,669 
@ashyat beginningiof the year =..-.cceeere seers 74,669 
CasheatendotthesyCa kines en cetera 70,119 74,669 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objectives 


The International Centre for Ocean Development was estab 
lished by the International Centre for Ocean Development Act i1 
1985 as a Crown corporation without share capital, named i1 
Schedule C, Part I to the Financial Administration Act. The Cen 
tre is dependant on the Government of Canada for operatinj 
appropriations. 

The objectives of the Centre are to initiate, encourage and sup 
port cooperation between Canada and developing countries in th 
field of ocean resource development by: 


(a) initiating and supporting programs in developing countrie 
for the improved management and utilization of ocear 
resources, particularly as a source of food; 


(b 


wa 


supporting the development of indigenous expertise and insti 
tutions in developing countries in order to increase thi 
capacity of developing countries in integrated ocean use man 
agement; 


(c 


~~ 


enlisting the expertise of people and institutions in Canada 
developing countries and elsewhere; 


(d 


~~ 


developing and sponsoring the collection and dissemination 0 
information relating to ocean resource development; 


(e) developing and sponsoring training programs, technica 
assistance and advisory services relating to ocean resource 
development; and 


(f) supporting research relating to ocean resource development. 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


2. Significant accounting policies 
The financial statements reflect the following policies: 


(a) Capital expenditures 


Purchases of equipment, office furniture, and costs of lease- 
hold improvements are expensed in the year of acquisition. 


(b) Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Deficit for the year to which they apply. 


(c) Project expenditures 


The Centre enters into agreements with third parties to 
undertake projects. Project expenditures are charged to oper- 
ations when disbursed and as they become due under the 
terms of the contractual agreement. 


(d) Pension plan 


Employees of the Centre are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required equally from 
the employees and the Centre. These contributions represent 
the total liability of the Centre and are recognized in the 
accounts on a current basis. 


3. Contributed surplus 


Contributed surplus represents the net book value of assets con- 
tributed to the Centre by the predecessor, non-government organi- 
zation, International Centre for Ocean Development. In accord- 
ance with the Centre’s accounting policy, net fixed assets 
contributions of $52,790 were charged to expense during the 
preceding period. 


4. Income taxes 


The Centre is exempt from income taxes. 


5. Operating leases 


The Centre has entered into various operating lease arrange- 
ments for office premises and equipment. The future minimum 
lease payments are as follows: 


1987 1986 
Year ending March 31 $ $ 

ND Simtereertm men en cine ersten vate Hin Ada. exif 142,300 
19.8 3 Reais tee en re CNS ac ot Oe Sek Le 190,000 143,500 
HOS ORR MES, See aan ein Rtn inne tegen 193,300 159,500 
1 ee OE sean Sa ee ne ee 193,800 170,000 
ee) Varese ole Nhe cs OE rt, ORO OP De a 188,900 

NG De Merce ste scanty ere a dl ath ru Sis oests Speen eesene abe 188,900 


954,900 615,300 


6. Contractual commitments 


The Centre is committed to project expenditures during the 
next five years subject to compliance by recipients with the terms 
of their agreements. 


1987 1986 

Year ending March 31 $ $ 
LOST cerieeenceeee ere eine hare De 678,500 
LOSS Re ARO cor crepe tog ecesbereviceserevia ss 3,485,000 519,000 
POS Oe we rahe, fay Bet Reha td ct na es 1,622,700 450,000 
NSPE Ue Sao a SO UC ean 385,500 151,000 
NOD Tienes OF erent sca Ae tiebane ts Ok woh 4 eke scans, 310,000 128,000 
NOD RRA Ee ey OR ee ces csraeeeisentseuncaceens 295,900 


6,099,100 1,926,500 


= na eee 
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TECHNICAL ASSISTANCE PROJECTS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) SCHEDULE A 
1987 1986 
$ $ 
SSOOMM FEA Surveillanceless nttas a een eee nae ane 234,597 30,000 
8500107) OECSihisheries)Desk= eae eee ee ae 182,642 47,000 
850035 Fisherman’s Training—Pictou ............-...ccc0ccc000000.- 63,858 
860041 CCOP/SOPAC—Regional Marine Geology........ 60,996 
860034 Fisherman’s Assistance—Dominican.................... 60,219 
850013 Fisheries Research Needs and Assessment ........... 55,065 
860086 Research Institute Evaluation... cece. 44,000 
860072 Economic Analysis of Costa Rica ........0.ccc0.. 26,324 
860056 Master Fisherman’s Programme..............000000..-... 26,041 
Projects: unders$25 0002s: rene ee ee 194,143 
Total technical assistance projects expenditures ................... 947,885 77,000 
INFORMATION PROJECTS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) SCHEDULE B 
1987 1986 
$ $ 
860023 World kisheriesi Map eseen ee meer 69,804 
860037 Marine Information Sri Lanka .0.....0.0..cccceeeceee. 50,000 
860077 Regional Compendium—Indian Ocean................ 34,970 
850021 Ocean Training Directory..........cccccccccccececseeeeeee. 28,900 8,500 
Projectsiunden $25.00 0 seein ee en 62,937 19,008 
Total information projects expenditures 246,611 27,508 
COURSE DEVELOPMENT PROJECTS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 
February 27, 1985 to March 31, 1986) SCHEDULE C 
1987 1986 
$ $ 
850014 Marine Affairs Diploma Course «0.0.0.0... 175,037 
860070 Marine Affairs Diploma Materials..............0....0.... 85,325 
850059 SEAPOL Ocean Boundary Making...................... 82,200 
50022 StandiAlone Materialse. ts ee ee 56,514 
860078 Maritime Boundary Delimitation Course............. 32,000 
860028 Non-Fuel Minerals Course—Halifax........00000000... 30,872 
850015 WMU Marine Affairs Course.......0.0.00.ccccccceeeeees 26,180 


59,963 5,241 
548,091 5,241 


Projects unGersn25: 000M eee a ten ee 
Total course development projects expenditures ................... 
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SCHOLARSHIP PROJECTS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 


February 27, 1985 to March 31, 1986) SCHEDULE D 
eS ao 
1987 1986 
$ $ 

850017 ICOD Scholarship Programme..............::: 238,850 240,000 
860062 Tropical Fisheries Diploma ...........:.c ces 58,965 
860081 IOI Scholarships (Indian Ocean) .........:.:::cee 49,933 
860025 Regional University Scholarships .............--.-00++ 43,605 
860018 IOI Scholarships (Halifax Course)............:0206 37,174 
850019) WWE Scholanshipsyce cee vere eaten rte 34,117 36,769 
860097 CIDA/WMU Africa Scholarships ..........:.-000 34,117 

Projects under $25,000 ..........-:..-sc:cteessseseereeetees 17,822 
Total scholarship projects expenditures .............0.0c eee 514,583 276,769 
sian eg SMS EPS PR Ne __2_—=EEES E 


TOTAL PROGRAM ADMINISTRATION COSTS 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 


February 27, 1985 to March 31, 1986) SCHEDULE E 
———— EE LL 
Total Total 
Salaries Travel 1987 1986 
$ $ $ $ 
Program activities 
Technical Assistance........ 130,057 93,621 223,678 66,877 
Informationres. see oe 93,473 34,295 127,768 1,588 
ST Tab ED) Site ee acess 1. 148,444 33,167 181,611 89,821 
Total program 
Administration costs ........ 371,974 161,083 533,057 158,286 
a sae a i a ce 


ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED MARCH 31, 1987 
(with comparative figures for the period 


February 27, 1985 to March 31, 1986) SCHEDULE F 
eas 
1987 1986 
$ $ 

Employee and Contract Staff Salary and Benefits ........ 468,404 Iles 2 
Accommodation GOSts is sete seme nereee seen aren ees 142,136 72,506 
Office Supplies and Services................ Tee aces 107,259 43,992 
Office Equipment and Leasehold Improvements........... 95,898 118,798 
Recruitment and Relocation Costs ..........cc:c:ceee 75,465 

Araveliand Brtertainimenter nts, emctss cote e ees 72,408 59,883 
Communications ................. Te este 48,575 30,314 
Directors’ Honoraria, Travel and Meetings....... “rah acer 40,665 53,109 
Professional Services........ SURES Ae ee 281227 110,155 


Total administrative expenditures ...0.0...0.00ccccee 1,079,037 660,069 


PUBLIC ACCOUNTS, 1986-87 243 


SUMMARY PAGE 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


MANDATE 


To initiate, encourage, support and conduct research into the problems of the developing regions of the world and into 


the means for applying and adapting scientific, technical and other knowledge to the economic and social 
advancement of those regions. 


BACKGROUND 


IDRC was created to help resolve, through research carried out by Third World scientists, the problems of poverty in 
the developing countries. To this end, it has established the following main program areas: Agriculture, Food and 
Nutrition Sciences; Health Sciences; Information Sciences; Social Sciences; and, through collaborative research, the 
Earth Sciences and Technologies for Local Enterprises. 


CORPORATION DATA 
HEAD OFFICE 250 Albert Street 
Ottawa, Ontario 
K1G 3H9 
STATUS — not an agent of Her Majesty 
— exempt from provisions of Divisions 1 to IV of Part XII of the 
Financial Administration Act 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
YEAR AND MEANS 1970; by The International Development Research Centre Act, 
JF INCORPORATION (R.S.C., 1970, 1st Supplement C-21) 
CHIEF EXECUTIVE Ivan L. Head 
JFFICER 
CHAIRMAN Janet M. Wardlaw 
\UDITOR The Auditor General of Canada 


1INANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 


(restated) 
\t the end of the period 
Ola A SSCISs 5 chien eae ae eee Foe. oo 6 14.3 16.7 20.3 21) 
Obligations to the private secton cc.tssceets cf ctoctooesesescsssecees nil nil 0.3 0.4 
Obligations to Canada gy .0s.6 syle pete Rem nil 4.0 nil nil 
Bruty OU Canada nro eer ea 1st et ie Meee Pk Tih Sons ae 2.6 1 10.9 7.9 
Sash from Canada in the period 
DUO SECA Y weet a eaneee haan iy nine Maho ae Pheer teh U cr ides ny 96.0* 82.0* 81.0 67.4 
Bea TION=DUC Petar ye ies er en eee ett nil nil nil nil 


Net of $4.0 million repaid to Canada in each of these two years. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AUDITOR’S REPORT 


TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND THE 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Development 
Research Centre as at March 31, 1987 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Centre as at March 31, 1987 and the results of its oper- 
ations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 11, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
Cash and short-term deposits (Note 3) ............... 9,181,248 11,925,534 Accounts payable and accrued liabilities 
IXccountsireceivable meen eee eee 555,699 461,015 (INO86/6) eee eran ee eres 7,974,540 8,446,521 
Prepaidiexpenses ct eee, ss ne eee cee 700,665 745,523 Due to Government of Canada (Note 7) ............. 4,000,000 
10,437,612 13,132,072 Funds provided for contract research................... 691,597 450,027 
Recoverable deposits .........-..ccssssssssssssssssessssessssetenneen 444,754 455,909 Deferred revenue (Note 8) ........0c:ssse ies 224,092 241,110 
Property and equipment (Note 4) o........ccccceeee 3,310,258 3,108,716 8,890,229 13,137,658 
John Bene Endowment Fund (Note 5).................4. 138,465 
Long-term 
Accrued employee separation benefits ................ 2,477,240 2,436,272 
Deferred rent—Head Office (Note 9) .........0...... 270,229 


2,747,469 2,436,272 
11,637,698  15,573,93C 
John Bene Endowment Fund (Note 5)................. 138,465 
11,776,163" >15,573;938 
EQUITY 
EquityiotiCanaG ayer. cece nc tect eran eee 2,554,926 1,122,767 
“14,331,089 16,696,697 14,331,089 16,696,697 


Meee eee ee ee ee eee ee ee ee ee ee a 


Approved: 


RAYMOND AUDET 
Vice-President, Resources 


IVAN L. HEAD 
President 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Expenditure 
Development research 
Projectigrants see fe ae $2,498,074 47,057,173 
Gentreiprojectsca oe eee ec aa tant 6,959,083 6,474,598 
59,457,157 53,531,771 
Research-related activities 
Project development and support .................. 4,893,498 3,794,838 
Information dissemination .................0.00000000. 2,131,104 1,925,219 
Development-research library oo... 1,396,237 1,283,138 
8,420,839 7,003,195 
Research operational support 
shechnicalisupporte capone seer eee eee 12,876,019 12,012,502 
Regional and liaison offices ...................000000.. 5,394,586 4,946,549 
Divisionimanagementeenss eee 4,541,789 4,223,966 
22,812,394 21,183,017 
Contractiresearchin 1. eee 924,410 1,053,126 
Total research and support expenditure 
(Schedule I) pepe... eee ee eae 91,614,800 82,771,109 
General management expenditure 
(Schedule;2) Sth. 2s... OMIES. ad 9,353,755 8,714,899 
100,968,555 91,486,008 
Revenue 
Grant from Parliament of Canada ................... 100,000,000 86,000,000 
Investment and other income ..............c.cc0c0000.. 977,911 1,880,968 
Contractresearchmeee ee. 924,410 1,053,126 
CIDA contribution (Note 8) o.ccccccccccceeees 498,393 728,890 
102,400,714 89,662,984 
ixcess of revenue over expenditure (expenditure 
OVER ITEVENUC) MAAS, oe Late... RE 1,432,159 (1,823,024) 


_———— 


TATEMENT OF EQUITY OF CANADA 
(OR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 

alance at the beginning of the year oo... 1,122,767 10,945,791 
eimbursement of equity to Government of 

eanada( Note ro. nc cee ee ee (8,000,000) 
xcess of revenue over expenditure (expenditure 

OVELINEVENUC) I secs eee ee ec, cee eee ee Ge 1,432,159 (1,823,024) 
mlance attheiendiof the yeans meee ene 2,554,926 1,122,767 


——_———__$—— 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 


1987 1986 
$ $ 
Operating activities 
Cash provided by (used for) operations 
Excess of revenue over expenditure (expendi- 
Cure OVER reventic) ine sien ee et 1,432,159 (1,823,024) 
Items not affecting funds 
Depreciation and amortization ..................., 1,095,018 1,035,657 
Provision for employee separation benefits . 357,568 500,722 
Loss (gain) on disposal of property and 
CQUIDIMEN Car canes Cert see ee teen eee 11,502 (4,042) 
2,896,247 (290,687) 
UACCOUNISSLeCely a DIC aaa ena nee on anne (94,684) (16,429) 
Pre paldiex PenSesi ase ett eines enna ete 44,858 82,296 


Recoverable deposits ee ree PRAUSS (20,580) 
Accounts payable and accrued liabilities ............ (471,981) 1,910,443 
Deferredirevenuea eee eee (17,018) 241,110 
Payment of employee separation benefits ........... (316,600) (264,234) 
GContractiresca rc hrmeme enim enen sane ee mene nat 241,570 181,927 
Deferred rent). 204.48. eae, Se Verarern 270,229 

2,563,776 1,823,846 

Financing activities 

Reductioniofequitymessaee sas see an eee (8,000,000) 
Due to Government of Canada ............cccccccceeee. (4,000,000) 4,000,000 
Reduction of obligation under capital lease ....... (345,234) 


(4,000,000) (4,345,234) 


Investing activities 


Additions to property and equipment .................. (1,354,825) (835,100) 
Proceeds on disposal of property and equipment 46,763 45,380 

(1,308,062) (789,720) 

Decreascinifundseeeeett ee eee eee (2,744,286) (3,311,108) 
Cash and short-term deposits, beginning of year... 11,925,534 15,236,642 
Cash and short-term deposits, end of year............... 9,181,248 11,925,534 


eh ———————————————eeeeFeFSFFFsFFSSSMmmmmmshsfseFs 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987 


it: 


Authority and objective 


The International Development Research Centre, a Corpora- 
tion without share capital, was established in 1970 by the Parlia- 
ment of Canada through the International Development Research 
Centre Act. The annual grant received from the Parliament of 
Canada is pursuant to External Affairs Votes 60 and 70 for the 
years ended March 31, 1987 and 1986 respectively. 

The objective of the Centre is to initiate, encourage, support, 
and conduct research into the problems of the developing regions 
of the world and into the means for applying and adapting scien- 
tific, technical, and other knowledge to the economic and social 
advancement of those regions. 


. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles and 
reflect the following policies: 


Property and equipment 


Property and equipment are recorded at cost and depreciated 
over their estimated useful lives. Leasehold improvements are 
amortized over the terms of the respective leases. The methods 
and rates used to provide for the depreciation and amortization of 
property and equipment are: 


Method Rate (%) 
Computer hardware Straight-line 20 
Leasehold improvements Straight-line 9-50 
Office furniture and equipment Diminishing 

balance 20 
Vehicles Diminishing 

balance 30 
Telephone system Straight-line 20 


Expenditure 


Expenditure is recorded on an accrual basis except for contract 
research expenditure, which is charged to operations when dis- 
bursed. 


Recognition of revenue 


Revenue in respect of contract research and of the contribution 
from the Canadian International Development Agency (CIDA) is 
recognized at the time that the related project expenditure is 
incurred. Contract research and CIDA contribution funds 
received in excess of expenditure are included in current liabili- 
ties. 


Pension costs 


Employees of the Centre are covered by the Public Service 
Superannuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from the employees and 
the Centre. These contributions represent the total liability of the 
Centre and are recognized in the accounts on a current basis. 


Income taxes 
The Centre is exempt from any liability for income taxes. 
Foreign currency translation 


Monetary assets and liabilities are translated into Canadian 
dollars at the rate of exchange in effect at year-end. Non mone- 
tary assets are translated at rates prevailing at the respective 
transaction dates. Foreign-currency transactions are translated 
into Canadian dollars by the use of an average exchange rate that 
closely approximates the rate in effect at the transaction date. 
Exchange gains and losses are included in operations for the cur- 
rent year. 


. Due to Government of Canada 


3. Cash and short-term deposits 


1987 1986 
$ $ 
Gashi(bankroverdratt) ares eee eterna (2,062) 462,316 
Short-term deposits 
Canadian chartered banks................c:ccccees 6,904,367 3,065,992 
Governments and governmental enter- 

DEISCStee ee ee ee een 1,288,643 1,279,354 
Commiercialjenterprisesie at eee 990,300 1,688,132 
Trust and mortgage companies..................- 5,429,740 

9,183,310 11,463,218 
9,181,248 11,925,534 
4. Property and equipment 
1987 1986 

Accu- 

mulated 

depre- 

ciation 

and 
amorti- 
Cost zation Net Net 
$ $ $ $ 
Computer hardware .. 2,695,035 1,171,571 1,523,464 1,204,720 
Leasehold improve- 
MONS eet ees 327,587 180,585 147,002 466,947 
Office furniture and 

equipment. 1,841,814 989,016 852,798 742,075 
Mehicles: yeast ee: 936,657 434,572 502,085 385,848 
Telephone system ...... 565,308 280,399 284,909 309,126 
6,366,401 3,056,143 3,310,258 3,108,716 


Depreciation and amortization for the year ended March 31, 
1987 amounted to $1,095,018 ($1,035,657 for 1986). 


. John Bene Endowment Fund 


The estate of the late John Bene has established an endowment 
fund to be administered by the Centre, that provides a post-gradu- 
ate fellowship in the field of social forestry. 


1987 
$ 
Initialsamounty.ccc5.20 cee ees ee 50,000 
Other: donations reCelvedi sense eee eee 81,059 
Amount invested in short-term deposits................. 131,059 
Cash and accrued interest income ...................005 7,406 
Balance at theend|of the yearsese ese 138,465 
. Accounts payable and accrued liabilities | 
1987 1986 
$ $s a 
Accrued liabilities—Projects .............cccceseceeeees 4,198,635 4,765,749 
Accrued annual and other leave benefits .............. 1,235,921 1,302,879 


2,539,984 2,377,893 
7,974,540 8,446,521 


The Budget Papers tabled in the House of Commons by the 
Minister of Finance on May 23, 1985 provided for the recovery 0! 
$15,000,000 from the Centre in 1985-86. The Centre negotiatec 
the remittance of $8,000,000: $4,000,000 in fiscal year 1985-8€ 
and $4,000,000 in April 1986. 


PUBLIC ACCOUNTS, 1986-87 247 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1987—Concluded 


8. Contribution from the Canadian International Development 
Agency 
On March 29, 1985, the Centre executed an agreement in 
respect of a contribution of up to $4,764,690 to be provided by 
CIDA for a development-research project. 


1987 1986 
$ $ 
Contribution received during the year ................... 521,375 1,000,000 
Project eX Penal tune meen sr teste te esereccens.2er ts 498,393 728,890 
Administration charges by the Centre ................... 40,000 30,000 


538,393 758,890 


Excess of funds received over expenditure and 
administration charge (expenditure and 


administration charge over funds received) ...... (17,018) 241,110 
Funds available at the beginning of the year......... 241,110 
Funds available at the end of the year.................... 224,092 241,110 


9. Deferred rent—Head Office 


The Centre signed a new lease for 10 years and 10 months 
starting in January 1987. The terms call for an annual rent of 
about $2,740,000 starting with a rent-free period of 13 months. 
This rent-free period is being amortized over the life of the lease. 
The amount of $270,229 reflects the deferred rent as at March 
31, 1987, 


10. Operating leases 


The Centre has entered into various lease arrangements for 
office premises, equipment, and staff accommodation, in Canada 
and in various countries. The total annual payments under such 
lease arrangements will be: 


Year ending March 31 $ 
VORB eet m EN fr he, cue reo tee Resets naar eens 4,929,382 
1989 ee eat en ee iets ee mats hs cases cav as ain Nt eh 4,162,882 
TOO Oar ee ee ee er cc terre ec cess shee ear ssn meen aaa 3,518,215 
[OO Umer Stn tien ca ney) erence ts 3,487,803 
QO DE pepe ese ae Occ nc coe rete caee eandaostestitesa maetseecoeeen ys 3,558,053 

19,656,335 


11. Contractual commitments—Project grants and project develop- 
ment 


The Centre is committed to make payments totalling up to 
$85,005,643 during the next 4 years subject to funds being pro- 
vided by Parliament and subject to compliance by recipients with 
the terms of project agreements. The Centre has also submitted 
formal grant offers to prospective recipients totalling $24,918,569 
and is awaiting acceptance of these offers. 

The Centre is further committed to make payments of up to 
$3,337,617 during the next 3 years, subject to funds being pro- 
vided by CIDA and subject to compliance by the recipient with 
the terms of the project agreement. 


12. Contingencies 


The Centre is a defendant in two actions for damages and costs 
allegedly sustained by the plaintiffs. Management and counsel are 
of the opinion that the Centre has defences against these claims 
and accordingly no provision has been made in the financial state- 
ments in respect of them. The claims are not significant to the 
operations of the Centre. 


13. Comparative figures 


The 1986 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1987. 


a 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Concluded 
SCHEDULE OF RESEARCH AND SUPPORT EXPENDITURE 


FOR THE YEAR ENDED MARCH 3], 1987 SCHEDULE 1 
TTT SS 
1987 1986 
Research Research 
Development related operational Contract 
research activities support research Total Total 
$ $ $ $ $ $ 
Programs 
Agriculture, Food and Nutrition Sciences .............cccccccccccecescsesevecseeee 20,746,162 618,517 4,421,442 391,660 26,177,781 23,401,904 
SocialiSciences h:teew cite ae ae ey lee ee Re Sey 9,715,694 811,741 3,587,405 322,628 14,437,468 14,445,061 
Information;Sciences;v settee ee ee ee ee 8,150,814 558,948 2,545,517 94,828 11,350,107 9,613,195 
Health Sciences: at! ache neon eer CRS Lal nl Ye A OE 7,924,226 504,581 2,477,872 8,485 10,915,164 10,026,917 
RrellOowsnips?and/A wall S eae sees ea renner ree nee eee 5,744,774 208,484 826,118 6,779,376 5,855,067 
Cooperative Progra missense restart eee teen ene er 4,479,874 710,964 1,258,320 6,449,158 5,459,872 
Program-related activities 
Regional and liaison offices and Coordination unit ..........cccccc00..... 847,746 $,394,586 6,242,332 5,632,185 
Informationidisseminationmemes see ene eee eee 467,406 2,131,104 1,643,801 9,500 4,251,811 4,005,802 
SpecialiProprameActiviticseeetet ee eee eee 2,227,477 352,953 97,309 2,677,739 2,244,707 
Development-researchilibranye sts. eee eee 1,396,237 1,396,237 1,283,138 
Externalihaisontandirelationsmee ccna eee ee 730 279,564 657,333 937,627 803,261 
a a A ae ee et 
59,457,157 8,420,839 22,812,394 924,410 91,614,800 82,771,109 


SCHEDULE OF GENERAL MANAGEMENT EXPENDITURE 


FOR THE YEAR ENDED MARCH 3], 1987 SCHEDULE 2 
1987 1986 
$ $ 
Salariestandibenefitsrsccoe ee ee 6,065,602 6,067,589 
Rentandiaccommodationss sea ene enn 1,004,136 619,479 
Officeand!sundryeeen ee rece ee eee 638,654 500,317 
Depreciation and amortization .........0.0..cccccccsceeeeseseeeeees 535,439 389,500 
iraveliandirelocationsesss ese eee ee 488,402 457,798 
Governorsmmectin gs ete een ee en 238,885 277,872 
Professional and special services ..............cccccscsessssseeseseees 185,141 198,001 
Telecommunicationsweet ce eee ee eee 164,208 159,676 
Insurancepyemew tere co eet ee eo 33,288 14,515 
Interes tia etter ONG een ie yer ole neuen ee RMR Y 30,152 


9,353,755 8,714,899 


———--— rrr —————— 
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SUMMARY PAGE 


LAURENTIAN PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety an efficient pilotage service in the St. 
Lawrence River between Les Escoumins and the north end of the St. Lambert Lock, in the Saguenay River and in 


_ the Bay of Chaleur. 


_ BACKGROUND 


| Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
_ approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 


pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 
_ HEAD OFFICE Suite 1402 
1080 Beaver Hall Hill 
Montreal, Quebec 
H2Z 1S8 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52). 
INCORPORATION 
_ CHAIRMAN AND CHIEF Jacques Chouinard 
_ EXECUTIVE OFFICER 
~ AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 

At the end of the year 

BOLALOASSOES pee Mecca cere ete ee rene ons cote re shewceuuee eee Re) 6.3 Soil ae? 

Obligations:to the private SCClOl: scare ee ence een ancay 0.8 0.7 0.4 0.1 

Obligations tor anada x8 ee, ee ee eee epee nes nil nil nil nil 

EquitysofiGanadane rece ocr inet rte tet bea dee See ae tac 0.8 (0.3) (0.1) 0.3 
Cash from Canada for the year 

Pas DUC ROCA Vc. Brett oes te te oe Ce Rtg chasis Salaclee 123 2.0 145 1.0 


= NON-OUGRCLALYV nator. ki ene nena mene iveac tenance ter seuctninauiei i nil nil nil nil 
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LAURENTIAN PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Laurentian Pilotage Authority 
as at December 31, 1986 and the statements of operations, contributed 
capital, deficit and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations and the by-laws of the Authority. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 13, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Gashig See eee ch Ort i BR A A 5 359,138 21,525 Bankaloan as.cc).icsetececscssvcene ne ee. 750,000 650,000 
AACCOUNTSIFECeIVa DI Gree canoe reste oe eee Meee 6,435,570 5,041,879 ACCOUNTS Dayablerncn snk nae ee nner 5,735,300 5,278,134 
6,794,708 5,063,404 6,485,300 5,928,134 
Fixed (Note 3) ; oe Provision for employee termination benefits............ 604,000 641,000 
Land, buildings, pilot boats and other facilities ......... 2,187,785 2,179,000 789.300 6.569.134 
Less: accumulated depreciation ...............ccccccceseceeeeee 1,132,370 966,553 a 
1,055,415 1,212,447 EQUITY (DEFICIENCY) OF CANADA 
Contributedicapitalimecnmens eee eee 971,621 914,293 
Deficitice ee re ee een ee erences (210,798) (1,207,576) 
760,823 (293,283) 
7,850,123 6,275,851 7,850,123 6,275,851 
Approved by the Authority: 
YVON MATTE 
Vice-Chairman 
M. B. MILNER 


Member 
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LAURENTIAN PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 


$ $ 
Revenues 
Pilotage:CnarQes circ tere cree rar ce veisine es cncee 26,957,431 24,671,138 
Interest and other revenues ..................cccccccceneeeeees 72,122 78,006 
Rewards for rescuing ships in distress—Net ...... 9,986 89,438 
27,039,539 24,838,582 
Expenses 
Pilots’ fees, salaries and benefits................0.....005 22,253,678 20,780,682 
Operating costs of pilot boats .........0...ccceee 2,814,374 3,048,696 
Staff salaries‘and benefits .................sccasaeetel.t 1,693,947 1,693,963 
Professional services and members’ allowances... 826,235 301,564 
Rental Sree ® send t.0: Meir aa hata e ee 236,651 228,181 
Communications sate oer tect k coa eee 147,042 139,916 
Mranspottationtandtravelteme tet haere 137,336 110,991 
BInancinpi Costs meme: kere tte ee co eee tae 74,306 45,815 
Utilities, material and supplies ........0.0...c cee 63,146 64,324 
Maintenance seen ters cect ee recat nace 21,391 28,401 
Badtdebis ste eee et eck ores ee eee 14,416 28,396 
Other rere reree terete ers tenn vos hae hoa 170,961 114,908 
28,453,483 26,585,837 
INetloss. beforelunusualitempes ee ee 1,413,944 1,747,255 
Unusual item—lIncremental costs related to an 
investigation by the Canadian Transport Com- 
Missioni(INOtew)) Mn eles. eee ee ee 331,126 
INetdOssifor, theyeare et. etre cate cae 1,413,944 2,078,381 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 


Balanceatibepinning ofthe yean ewer. eee eee 914,293 650,175 
Parliamentary appropriation to finance the previous year’s 


ACGUISITION Oli 11K CUASSCLS eateries reer erne arco rest sescenaaee ces 
Balance at end of the year 


57,328 264,118 
971,621 914,293 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Balance at beginning of the year 0.0... cece 1,207,576 747,749 
INet loss:forjthevearien cree eens 1,413,944 2,078,381 
Parliamentary appropriations to finance operating 
deficits 

= PLEVIOUS IY Calne tree oes eet tnsecoa ete car cesernsas (1,398,722) (1,106,554) 

== (OUGTeNtsVeATA (NOLES) params eee cena (1,000,000) (500,000) 
Services provided without charge by a government 

departments ete erage ste nia tere eeraras (12,000) (12,000) 
Balance avend ofthe: yeatennaet ce cet eee 210,798 1,207,576 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 
1986 1985 
$ $ 
Operating activities 
ING tahGsS sf Ob Ue: V Ca haere cee nent a aerec etre ts 1,413,944 2,078,381 
Non-cash items 
Depreciation: (eer. et Bento. eh (182,169) (173,659) 
Services provided without charge by a gov- 
emmmentidepartmenty.emey eaters e eee (12,000) (12,000) 
Decrease in the provision for employee ter- 
minationibenelitse ene ee 37,000 6,000 
1,256,775 1,898,722 
Increase in accounts receivable ..................0..... 1,393,691 1,316,470 
Increase in accounts payable .............cccee (457,166) (1,134,544) 
2,193,300 2,080,648 


Investing activities 
IAGGtIONSOlIXEGIaSSets eee ee rete 25,137 57,328 


Financing activities 


Parliamentary appropriations.................00:008 (2,456,050) (1,870,672) 
Bank loan, net of cash 

Increase (decrease) for the year ....................+ (237,613) 267,304 

Balance at beginning of the year... 628,475 361,171 

Balanceratendiolitncsycann ern cane eneere 390,862 628,475 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and activities 


The Laurentian Pilotage Authority was established on Febru- 
ary 1, 1972 under the Pilotage Act. Its objectives are to establish, 
operate, maintain and administer in the interests of safety an effi- 
cient pilotage service within certain designated Canadian waters 
in and around the Province of Quebec. The Act provides that 
pilotage tariffs shall be fair and reasonable and assure a revenue 
which, together with any revenue from other sources, is sufficient 
to permit the Authority to operate on a self-sustaining basis. 

The Authority is a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. 


2. Significant accounting policies 
Fixed assets 


Fixed assets obtained from Canada when the Authority was 
established were recorded at the then assigned values. Fixed assets 
purchased subsequently by the Authority are recorded at cost. 

Fixed assets are depreciated using the straight-line method, at 
rates based on the estimated useful lives of the assets. 


Contributed capital 


The values assigned to the fixed assets obtained from Canada 
when the Authority was established and the net cost of fixed 
assets financed from parliamentary appropriations are recorded as 
contributed capital. 


Parliamentary appropriations 


Parliamentary appropriations received to finance the excess of 
expenditures over revenues are recorded in the year in which they 
are voted by Parliament, to contributed capital for that portion 
pertaining to the acquisition of fixed assets and to the deficit for 
that pertaining to operations. In this respect, operating expendi- 
tures include only those which require an outlay of funds. 


Services provided without charge 


Estimated amounts for services provided without charge by a 
government department are included in expenses with an offset to 
the deficit. 
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LAURENTIAN PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


Pension plan 


Employees of the Authority participate in the Superannuation 
Plan administered by the Government of Canada. The employees 
and the Authority contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Authority. Contri- 
butions in respect of current service and of admissible past service 
are expensed when paid. The terms of payment of past service 
contributions are set by the applicable purchase conditions, gener- 
ally over the number of years of service remaining prior to retire- 
ment. 


Employee termination benefits 


On termination of employment, employees of the Authority are 
entitled to certain benefits provided for under their collective 
agreements and their conditions of employment. The cost of these 
benefits is expensed in the year in which they are earned. 


. Fixed assets 


Details of fixed assets are as follows: 


1986 1985 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 
[sand ei ben oh ee ee i eee 9,300 9,300 9,300 
Buildingsteeessce eae rere 23,622 23,622 261 
Pilotboatstes eee ee 1,386,892 721,238 665,654 774,149 
Furniture and fixtures ............ 121,358 70,269 $1,089 38,656 
Communications equipment .. 178,832 117,405 61,427 82,035 
Boarding facilities 0.00.00... 216,689 117,670 99,019 114,256 
Wharf improvements.............. 169,033 SOOM US. 323 seal.) 
Leasehold improvements ........ 82,059 31,456 $0,603 67,015 


2,187,785 1,132,370 1,055,415 1,212,447 


Depreciation for the year is $182,169 ($173,659 in 1985). 


The estimated useful lives for the principal categories of fixed 
assets for the purposes of calculating depreciation are as follows: 


Pilot boats 10, 15 and 20 years 


Furniture and fixtures 10 years 
Communications equipment 10 years 
Boarding facilities 10 and 20 years 
Wharf improvements 20 years 


Leasehold improvements duration of the leases 


. Pension plan 


The estimated unrecorded liability for employees’ past services 
is $69,600 as at December 31, 1986 ($80,000 as at December 31, 
1985). 


. Parliamentary appropriation 


On November 18, 1986, the Treasury Board approved a tempo- 
rary allotment of $1,400,000 from its Vote 5, Government Con- 
tingencies, prior to the release, in Supplementary Estimates “C” 
for 1986-87, of an appropriation to cover the Authority’s cash 
deficit for the year 1986. An amount of $1,000,000 was received 
during the year. 
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6. Trust account 


Agreements between representatives of the users of the pilotage 
service and the pilots’ corporations were signed on December 26, 
1985 in order to provide for supplementary interim remuneration 
to the pilots’ corporations until the signing of new service con- 
tracts between the Authority and the pilots’ corporations. Concur- 
rently with the signing of those agreements, the Authority had 
agreed to administer, through a trust account, amounts to be 
received from users and subsequently distribute them to the pilots’ 
corporations. The supplementary interim remuneration arrange- 
ments were terminated in November 1986 concurrently with the 
signing of new service contracts. 

Although the amounts payable to the pilots’ corporations under 
these agreements were fully paid before and after December 31, 
1986, an amount of approximately $300,000 remains receivable 
from certain users of the pilotage service who challenge their obli- 
gation to pay the supplementary interim remuneration provided 
for in these agreements. The Authority has taken action before 
the Courts to exercise its rights. 


. Canadian Transport Commission investigation 


In January 1985, the Authority published in the Canada 
Gazette a copy of each tariff of pilotage charges that it had pro- 
posed to prescribe pursuant to the Pilotage Act. Notices of objec- 
tion were filed with the Canadian Transport Commission, which 
subsequently made such investigation as in its opinion was neces- 
sary or desirable in the public interest. The Commission made its 
recommendation to the Authority on April 4, 1986. The new tariff 
was applied effective September 26, 1986. 
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SUMMARY PAGE 


MARINE ATLANTIC INC. 


MANDATE 


To acquire, establish, manage and operate a marine transportation service, a marine maintenance, repair and refit 
service, a marine construction business and any service or business related thereto. 


BACKGROUND 


The company provides marine ferry services to Atlantic Canada. As CN Marine Inc., it was a subsidiary of Canadian 
National Railway Company. Pursuant to the Marine Atlantic Inc. Acquisition Authorization Act (S.C. 1986, C. 36), 
which was proclaimed on June 27, 1986, the company’s name was changed to Marine Atlantic Inc. and was added to 
Part I of Schedule C of the Financial Administration Act. At close of business on December 31, 1986, ownership was 
transferred to Her Majesty in right of Canada. 


CORPORATION DATA 
HEAD OFFICE 100 Cameron Street 
Moncton, New Brunswick 
E1C SY6 
STATUS —Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1979; by the Canada Business Corporations Act. Status and 
OF INCORPORATION ownership changed as of December 31, 1986, pursuant to S.C. 1986, 
C. 36. 
CHIEF EXECUTIVE R. J. Tingley 
OFFICER 
CHAIRMAN J. D. Wilson 
AUDITOR Peat, Marwick, Mitchell & Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 
At the end of the year 
TLOtal ASSCUS cc, coec safeties ooo dec sera feieens oer oa ee eb ti bs oo sons UNAS 339 361 364 
Obligations to the private SCCtOM 7...:..icisiisesecarbenseccorurasnrbrevonsa-Rplvennsnats ceytans nil nil negl 
Obligations tO" Canada species cosctennpestes we scecercs co seouzecersenotenen te oheedounds>seeuslanageens nil nil nil 
FRQuity, Ob Cama ae scan uneng ty oe -esece gig aves Rtuagurarron ce encons team vnatageteiaes (6) 284 283 
Cash from Canada in the year 
BDU CLALY sears cuss senneesn ta oeasen eats erase teaceycracucnnmenePe ean isa vcyeuengataryereetass 127 14] 161 


SON DUC SOTA IY Stem sis indocseaneee arent Dit reeeans Ail upenrs cee cpr thaaviseeck esos Gabe aacecedanans- nil nil nil 
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MARINE ATLANTIC INC. 
AUDITORS’ REPORT 


TO THE HONOURABLE J. CROSBIE 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Marine Atlantic Inc. as at 
December 31, 1986 and the statements of income, retained earnings 
(deficit) and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come to our notice in the course of our examination 
of the financial statements have, in all significant respects, been in 
accordance with Part XII of the Financial Administration Act and 
regulations, the charter and by-laws of the Corporation. 


Peat, Marwick, Mitchell & Co. 

Chartered Accountants 
Moncton, Canada 
February 27, 1987 


BALANCE SHEET DECEMBER 31, 1986 
(with comparative figures for 1985) 
(in thousands of dollars) 


sede otal Gynt 352) % 
Current assets 
5 OPS Neate iets ere coor te ohaeltiacle Panic tte ppataane eer ee 7,534 82 
ACCOUNTS TECEIVa Die meeien titrant cer ate een tint ae ee 5,017 4,468 
Shipbuilding subsidies receivable oo... 8,552 
Due from Canadian National Railway Company............. TOO 315232 
Inventoryof-tucliand supplies erecta one 5,688 9,004 
Prepaldiex Pensesiee seca nce cer te tee eres ee PAT! 1,339 
Notalicurrentassets. 4. ee eee en ee 21,116 54,677 


Long-term receivables (including shipbuilding subsidy of 
SE Ssmilioniinil98S) a, srs eee tnaee toe nee eee 7S aeele a's 
Fixed assets and deferred charges (Note 4) ......ccccccceeees 318,128 294,615 


339,419 351,010 


See accompanying notes to financial statements. 
On Behalf of the Board: 


J.D. WILSON 
Director 


R. J. TINGLEY 
Director 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 
(DEFICIENCY) 1986 


Current liabilities 
ACCOUNTS payablerandiaccnuals senior renee 19,642 
Deferred government contract revenue (Note 2)....... 7,549 


Wotalicurrentliabiliticszesee eee eee ene DTA9 
Deferredimcome taxeswancwee coer eer eee 
Deferred:credits neous cone trseet crete eee 
Provision for capital assistance (Note 3) ..........ccee 318,128 
Provisionsforpersonalinyur yc scene cere eee 
SHAREHOLDERS’ EQUITY (DEFICIENCY) 

Capital stock 
Common shares without par value 

Authorized—Unlimited number 

Issued and fully paid—S17,061 shares.................... 258,530 
Retamedtearningsi(Gericit) rasan ee eee (264,430) 

Total shareholders’ equity (deficiency) ............0.0........ (5,900) 
Commitments and contingencies (Notes 5 and 7) 
339,419 


1985 


21,365 
182 


21,547 
43,187 
1,605 


975 


258,530 
25,166 


283,696 


351,010 
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MARINE ATLANTIC INC.—Continued 


STATEMENT OF INCOME 

YEAR ENDED DECEMBER 31, 1986 
(with comparative figures for 1985) 

(in thousands of dollars) 


1986 1985 


56,043 49,701 


179,754 180,764 
15,874 11,865 


195,628 192,629 
139,585 142,928 
122,966 143,447 


omimercial revenues: 5 .cce- kc ceeecasecere he ee eatoeace ators 


pera tins EX PONSes erect es cre eceere secre Men nearness eeceeert ores cere 
Depreciation and amortization .......0.0.........cceeseeeeenseerereeees 


Government contract revVenues...tncesceeesrtcreesecereteuresestererer 


Reduction in provision for capital assistance (Note 3).......... 15,874 
Interestrandiothemincomes: vecsy case arms eee 1,744 2,873 
140,584 146,320 
Income beLOreincome: taxes ue esse etme ee ete eae 999 3,392 
Incomestaxes: (Note:8)) im -seeeexteeeee trees sree cass 1,724 
INethincomentonithe yeatirrccy ecco gieesseecsreeareeers 999 =: 1,668 


See accompanying notes to financial statements. 


STATEMENT OF RETAINED EARNINGS (DEFICIT) 
YEAR ENDED DECEMBER 31, 1986 

(with comparative figures for 1985) 

(in thousands of dollars) 


1986 1985 
Retained earnings, beginning of year... 25,166 24,044 
INet incomes orsthe attends eeecs-- ast teres caterer; tages 999 1,668 

26,165 25,712 
Less: adjustment for capital assistance (Note 3)............ 290,595 


Gividendsspaid arcet cre eee reser enfeeeccae ts 546 
Retained earnings (deficit), end of year...............0..... (264,430) 25,166 


See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1986 

(with comparative figures for 1985) 

(in thousands of dollars) 


1986 1985 


Operating activities 
INetincome ton the veanene-sacn cee ee erence ere 999 —-: 1,668 
Add (deduct) 
Items not affecting working capital... cece 
Net changes in non-cash working capital balances 


(693) 13,750 


Telating tO,OperatiOns wees eee erred 15791) (5,316) 
Deferred government contract revenue (Note 2).......... 7,367 177 
@ashiprovided IbyOperatlons errr scenery 9,464 10,279 


Investing activities 
Additions to fixed assets and deferred charges ................. (43,081) (13,817) 
Net proceeds on disposal of fixed assets ..............:::c0 693 Mp) 
Change in accounts payable—Fixed assets .............0000.. (2,309) 1,086 
MOng-terimirecelva DlES eres ctenterteacer sense snerat er cree 43 63 
Cash applied to investing activities 0.0.0.0... (44,654) (12,646) 
Financing activities 


Payments onilong-teriniGeDiseecseescacssmssserreresttcee seer (58) 
@apitaliassistanCé-<nes eee ce re erent cee 1,410 
Collections from CNR and shipbuilding subsidies ........... 41,232 3,019 
Cash provided by financing activities... 42,642 2,961 
Dividends paid verse ened eee er econ cocere, creer ee (546) 
Increase in cash during the year ................:0...s:0c2cesce-cercenes 7,452 48 
ashubexinningiotyedteme ee eee eee rere ace eee 82 34 


Cash, end of year 


See accompanying notes to financial statements. 


255 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 
(in thousands of dollars) 


1. Nature of operations and authority 


Bill C-88, the Marine Atlantic Inc. Acquisition Authorization 
Act was proclaimed in 1986 and transferred ownership of the 
Corporation from the Canadian National Railway Company 
(“CNR”) to the Government of Canada. This Act changed the 
Corporation’s name of CN Marine Inc. to Marine Atlantic Inc. In 
accordance with the Act, the Corporation’s articles restrict the 
business that it may carry on to the acquisition, establishment, 
management and operation of a marine transportation service, a 
marine maintenance repair and refit service, a marine construc- 
tion business and any service or business related thereto. 


The Corporation’s activities are also governed by agreements 
negotiated with the Government of Canada. The agreements pro- 
vide, among other things, for the Corporation to receive contract 
revenues from the Government of Canada to the extent that the 
estimated cost of providing ferry, coastal, terminal and water ser- 
vices is not recovered from estimated commercial revenues. In 
addition, and subject to parliamentary appropriations, amounts 
are received to finance the acquisition of fixed assets on a proven 
cash needs basis. The allocation of funds received in respect of 
contract revenue and the acquisition of fixed assets are subject to 
ministerial directive. As a result, the Corporation is economically 
dependent on the Government of Canada for the funds it receives 
through these arrangements. 


2. Significant accounting policies 
Inventory of fuel and supplies 


Inventories are valued at the lower of cost and replacement 
cost. Cost is determined on a weighted-average basis. 


Fixed assets 


Fixed assets are carried at the cost to acquire them less 
accumulated depreciation. Due to a change in funding arrange- 
ments with the Corporation’s shareholder, and as explained fur- 
ther in Note 3, a provision for those capital costs not considered 
recoverable from future revenue sources has been made and has 
been charged to retained earnings. 


Shipbuilding subsidies available on fixed assets acquired 
through long-term construction contracts are approved on the per- 
centage-of-completion basis and applied to reduce the cost of 
assets under construction. 


Depreciation 


Depreciation is calculated at rates sufficient to write off fixed 
assets over their estimated useful lives generally on a straight line 
basis. Assets acquired from the CNR in 1979 are depreciated 
based on the original cost to the Ministry of Transport of $197.7 
million. The rates for significant classes of assets are as follows: 


Vessels 5% 
Terminal properties 2.5% 
Equipment 10%, 12.5% and 25% 


Deferred charges 


Deferred charges are accounted for at cost less accumulated 
amortization. They are being amortized to income on a straight 
line basis over periods not exceeding 60 months. 


Capital assistance 


Amounts received from the Government of Canada to finance 
the acquisition of fixed assets are recorded as deferred capital 
assistance in the year in which they are reasonably assured of 
being received, and are amortized to income on the same basis 
and over the same periods as the related fixed assets are 
depreciated. 
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MARINE ATLANTIC INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


Government contract revenue 


Revenues received under contract to provide ferry service to 
Atlantic Canada are based on operating budgets approved by the 
Government of Canada for each year and are included in income 
in the year received to fund operating expenses in excess of com- 
mercial revenues. Deferred contract revenue at December 31, 
1986 represents January 1987 government contract revenue 
received by the Company on December 31, 1986. 


Accruals for vacation pay and vessel refits are reduced to the 
extent that the amounts are reasonably assured of being paid and 
recovered from future contract revenues to be received from the 
Government of Canada. 


Foreign currency translation 


Monetary assets and liabilities denominated in a foreign cur- 
rency are translated at exchange rates in effect at the year end. 
Other assets and liabilities, revenues and expenses are translated 
using exchange rates in effect at the date of the transaction. Gains 
and losses arising on translation are included in net income. 


Employee compensation 
Pension plans 


During the year the Company assumed responsibility for retire- 
ment plans covering substantially all of its employees. In prior 
years the plans had been administered by CNR and the Corpora- 
tion had made payments to the plan on the basis of a formula 
determined by CNR’s actuaries. 


In 1986 the costs of benefits for current services of employees 
have been funded and charged to income. Based on current 
actuarial information prepared in connection with the transfer of 
responsibility for the plans, management is of the opinion that it 
will be assuming an unfunded liability. Consequently an addi- 
tional payment of $3 million has been made toward a reduction of 
that liability and has been charged to income. 


Personal injury costs 


Certain retired employees are currently provided with specified 
pensions resulting from injury. The Corporation recognizes the 
benefit payouts as an expense in the year paid. 


Vessel spare parts 


The Company maintains spare parts for vessels in service. The 
acquisition of spare parts is charged to operations in the period 
the purchase is made. 


. Provision for capital assistance 


In accordance with changes in the contractual funding agree- 
ments and the change in the ownership of the Company, future 
depreciation and amortization on those fixed assets and deferred 
charges acquired prior to January 1, 1987, and which had sub- 
stantially been financed through the issue of capital stock, are no 
longer recoverable under contracts with the Government of 
Canada. Management considers it unlikely that the Corporation 
will generate sufficient commercial revenue to recover these costs. 
Accordingly, management has provided for $290.6 million (after 
net related deferred income taxes of $44.6 million) as an adjust- 
ment to retained earnings. This provision for capital assistance 
will be reduced as the related assets are depreciated, amortized or 
upon their disposition. 
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4. Fixed assets and deferred charges 


1986 1985 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 


(in thousands of dollars) 


INesselstneere eis crsstecs, 285,868 49,517 236,351 104,063 
Terminal properties....... 81,316 15,928 65,388 49,514 
Equipmentees: cee 11,007 7,766 3,241 3,760 
Leasehold improve- 
MentSeee mis ete hee: 256 qi 179 375 
378,447 73,288 305,159 157,712 
Assets under construc- 
TON ee eee eee 7,279 7,279 135,280 
385,726 73,288 312,438 292,992 
Deferred charges. ........... 6,101 411 5,690 1,623 
391,827 73,699 318,128 294,615 


. Commitments and contingencies 


(a) The Corporation has been directed by the Government of 
Canada to contract with a shipbuilder for a new vessel. The 
directive authorizes an expenditure of $130 million, subject 
to an economic price adjustment, of which the Corporation 
was required and has paid $5 million which is included in 
assets under construction. The balance will become payable 
by the Corporation upon delivery of the vessel. 


The total amount required to complete contracted fixed 
assets under construction at December 31, 1986 is estimated 
to be $134.7 million (1985—$31.6 million). 


(b) The Company has received a claim of approximately $14 
million plus interest from the builder of one of the 
Company’s vessels. The Company has filed a claim of 
approximately $14 million plus interest against the builder. 
An arbitration of this matter was completed in October, 1986 
and the Company is awaiting the decision of the arbitrators. 
The final outcome of this matter cannot be determined at this 
time. The Company is also in receipt of claims which have 
not yet reached litigation. The Company’s estimate of total 
financial exposure for these items is $2.6 million; however 
any final determination is presently unknown. 


6. Acquisitions 


The Company has agreed in principle to acquire, by purchase, 
all of the issued and outstanding shares of the capital stock of 
Coastal Transport Limited, whose principal business is transpor- 
tation. Such acquisition was approved by an Order In Council 
issued in December, 1985. 

In addition, the Government of Canada has authorized the 
Company to enter into negotiations with CNR to acquire the 
Newfoundland Dockyard Company. 
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MARINE ATLANTIC INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


a Operating leases 


| The company makes use of property which is available through 
operating leases. The minimum lease payments are as follows: 


(in thousands 


of dollars) 
OS Tree enacts eats te Meta nbatecte eeacars ene pS ts 814 
NSS SA eee tei Te eed a ee elie Meas trae en onriats 795 
} OS Oeil nach esac sae ear eaks ice eave ora een eee aa 358 
| TOG ORR eich orn hel yc seer or ensncete Made ether ere Nee eRe 343 
| LOO eee he crepe tre haa te cee Recs ev gene eons 343 
190 Deen tte Go, Mercere ren wert tender naewertoncg = 343 
iotalsminimumilease payments ere eee 2,996 


8. Income taxes 


The company has been listed under Part I of Schedule C to the 
Financial Administration Act and has not been prescribed as a 
Federal Crown Corporation under the Canadian Income Tax Act. 


9. Comparative figures 


Certain of the prior year’s figures have been reclassified to con- 
form with the current year’s presentation. 
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SUMMARY PAGE 


MINGAN ASSOCIATES, LTD 


MANDATE 


To purchase land for eventual disposition. 


BACKGROUND 


Ownership of the corporation was purchased for Canada in 1983 to obtain the land and fishing rights it owns. Those 
assets are to become Indian reserve property and, as a first step, they have been transferred to the Crown in right of 
Canada. The further steps towards reserve status are underway now and the corporation is in position to be dissolved. 


CORPORATION DATA 


HEAD OFFICE 10 Wellington Street 
18th Floor 
Les Terrasses de la Chaudiére 
Hull, Quebec 


K1A 0H4 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable William H. McKnight, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
YEAR AND MEANS OF 1983; by Order in Council P.C. 1983-4029; a corporation under Part 
INCORPORATION 1A of the Quebec Companies Act. 
CHAIRMAN AND CHIEF Vacant 
EXECUTIVE OFFICER 
FINANCIAL SUMMARY This is not an operating company. Total assets have only nominal 


value. 
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_ MINGAN ASSOCIATES, LTD. 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 


MONTREAL PORT CORPORATION 


MANDATE 


Administration, management and control of the Montreal harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


BACKGROUND 


The Montreal Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The Port of Montreal is the largest on the 
east coast of Canada and handles more diversified traffic than any of the other ports previously administered by the 
Canada Ports Corporation. The port handled 21.6 million tonnes of cargo in 1986 including 4.0 million tonnes of 
grain and 4.9 million tonnes of containerized cargo. 


CORPORATION DATA 


Edifice du Port de Montréal 
Aile No. 1 

Cité du Havre 

Montreal, Quebec 

H3C 3RS5 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


— Schedule C, Part II 
— an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P. 


DEPARTMENT Transport 

YEAR AND MEANS OF 1983; letters patent of incorporation issued by the Minister of 

INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 

CHIEF EXECUTIVE Dominic J. Taddeo 

OFFICER 

CHAIRMAN Ronald Corey 

AUDITOR Samson Bélair 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


6 months 
ending 
1986 1985 1984 Dec. 31, 1983 

At the end of the period 

TotaliAssetsae tes go aGnns epaa anne er rane IM PSD Dae) 237.2 213.6 

Obligations.te the private sector 2.05.0. ec ee ee nil nil nil nil 

Obligations to.Canada ts >, 4-4. runt oe ccceer te eee tan 140.7 141.1 141.4 141.9 

Bauity of Canad acc cp5 6 k5 ss crossstnalap See ere eee eee (47.6) (2.3) (22:1) (48.9) 
Cash from Canada in the period 

=o UG OCLAT Ys dts Soca shatensaisaersaaae sd RO eee nil nil nil nil 

= non-DUGeetaLry as. cccigusteonbeacs ean en ees nil nil nil nil 


* Excludes $98.2 million in accrued interest owed to Canada. 
** Takes no account of special contributions to Canada in 1986 of $55 million and a further $4.1 million in divi- 
dends declared in 1986. 
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MONTREAL PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the statements of income, contributions to 
Canada, deficit and changes in financial position of the Montréal Port 
Corporation for the fiscal year ended December 31, 1986 and its bal- 
ance sheet at that date. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 


In our opinion, these financial statements present fairly the results 
of operations and the changes in the financial position of the Corpora- 
tion for the year ended December 31, 1986 and its financial position at 
that date in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further in our opinion, the transactions of the Corporation that have 
come under our notice in the course of our examination of the financial 
statements were, in all material respects, in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act, the Letters Patent and by-laws of the Corporation. 


Samson Bélair 
Chartered Accountants 
Montréal, Canada 
February 9, 1987 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES — 1986 1985 
Current Current 
CASH Pema rasa crscrtss, MAE eecrcer serene tO, cota d Senter nee 567 298 Accounts payable and accrued liabilities (Note 5)........... 8,590 9,022 
Investments(INOte?3))s rere tern e renter rec eens 27,280 79,594 Dividends payable teceees et ce earner 4,136 
Accountsireccivable' sess. oer ree eee eee 13,206 10,003 Grants in lieu of municipal taxes... cece eee 3,315 2,851 
Materialsiandisuppliest.¢.209.. 122 eee en nteen. erent cee 832 774 16,041 11,873 
41,885 90,669 
Long-term 
Long-term IACCEUCGLE Mm PIOVCS DEMelits mee mer re tater nee esiressesesercaneetasias 5,283 5,207 
Investments(Note 3) reer ne mer ee eee rere 39,218 39,041 Loansitromi@anada(INote/6) asses ere rere eee 238,508 238,869 
Receivablesh. fie. cmcee roe cutee rrrtntec stan sere eee 459 552 243,791 244,076 
39,677 39,593 
Fixed'’assets) (Note:4) siccasenc etre eee ernest meets 130,682 123,433 EQUITY OF CANADA 
Contributed!capitall ersten mer etc reece erreteas 19,243 = 19,243 
Contributions to Canadai(INotetlO) rane ee eee (59,119) 
LBA HTSUS Sick chock deck SNe ACER CCRT ER OCC Ree (7,712) (21,497) 
(47,588) (2,254) 
212,244 253,695 ~ 212,244 253,695 
On behalf of the Board: 
RONALD COREY 
Chairman 


DOMINIC J. TADDEO 
General Manager and Chief Executive Officer 
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MONTREAL PORT CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Revenue fromioperations serene cree eerie sereee ns 56,659 54,729 
Operating and administrative Expenses ...........0.0.cc eee 39,690 37,345 
Deépreciation::52 Cen cecti ce users sere curse tie vavierstecsaee eee 7,254 6,711 
Grantsiniliewolmunicipalitaxesee cease eee 3,873 3,914 
50,817 47,970 
INetiincome fromioperationSs... ere cer eee 5,842 6,759 
Investimentsincomed:cite coe ee ee eae 8,446 12,006 
Interest expense coer cree tee nn ste eae secre cor eeeaee (503) (523) 
7,943 11,483 
Net income before unusual item ........0..ccccccccccccccceessceseeseeseeees 13,785 18,242 
Adjustment of grants in lieu of municipal taxes...................... 1,612 
Netiincome forithe' yearn cee ee ee ee ee 13,785 19,854 


STATEMENT OF CONTRIBUTIONS TO CANADA 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Special contributions for the year ............cccccccccesesssceseseecsesteceees 54,983 
Dividends on net income for the year ............ccccccceccseseeeeeeeees 4,136 
Balance atrendic.e cs tce. ete eee eee 59,119 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of: dollars) 

1986 1985 


21,497 41,351 
13,785 19,854 


7,712 21,497 


Balanceat beginning sere oe ne ee ee 
INetiincomie fomthenyeaten pees eee ees en ere 


Balancera tend meres theo ee Rete eee Be eA ee 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Cash provided by (used for) the following activities 
Operations 
INetincometfomthe year ne eee 13,785 19,854 
Items not affecting cash 
Depreciation 22.00 cee on ee eee 7,254 6,711 
OUNCTS Whe teehee eee res a ee ee 871 (63) 
21910; 265502 
Changes in non-cash operating working capital bal- 
QTICES ee oO) Beek Mia cen a Ca ee Ra RS (3,175) (3,495) 
18,735 23,007 
Financing 
Repayment of loans from Canada .............ccccccccccceeeeeeeee (339) (319) 
Contributionsito: Canadatve eee ee ee (54,983) 


(55,322) (319) 


Investments 
Acquisition of long-term investments...............ccccccccecceceee- (177) (57) 
Receipt of long-term receivables ..0....0....0..0.ccccccceceseeseseeeeees 93 26 


ACQUISITION OL fIXCClASSCtS eee eer ee terre (15,374) (10,525) 


(15,458) (10,556) 


Cash* 
Increase (decrease) during the year ...........0.0.ccccceceeeees (521045) ie 12132 
Balanceratibeginnin gine: severe emer eres nena reer 79,892 67,760 
Balance atiend cee caren eee ee eee 27,847 79,892 


*Cash comprises cash and current investments. 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1. Status 


The Montréal Port Corporation (the Corporation) was incorpo- 
rated by letters patent in accordance with paragraph 6.2(1) of the 
Canada Ports Corporation Act on July 1, 1983. 

Under Section 6.5 of the same Act, on the establishment of a 
local port corporation, all rights, obligations and liabilities of the 
Canada Ports Corporation in relation to that harbour shall 
become rights, obligations and liabilities of the local port corpora- 
tion and the administration of all such property and works within 
the limits of that harbour as are administered by the Board, shall 
be deemed to have been transferred to the local port corporation, 
in this case the Montréal Port Corporation. 


2. Significant accounting policies 


(a) Fixed assets and depreciation 


Fixed assets are recorded at original cost with related 
accumulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 
Depreciation on fixed assets is calculated according to the 
straight-line method for the full year, commencing in the 
year the asset becomes operational, using rates based on the 
estimated useful lives of the assets. 


(b) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are 
required from both the employees and the Corporation. 
These contributions represent the total liability of the Corpo- 
ration and are recognized in the accounts on a current basis. 
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MONTREAL PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


(c) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(d) Employee benefits 


The Corporation accrues in its accounts annually the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under collective agree- 
ments, or in accordance with Corporation policy. 


. Investments 


Funds are invested in Government of Canada direct securities 
and guaranteed by the Government of Canada which are shown at 
amortized cost, with premiums or discounts amortized over the 
periods to maturity. As at December 31, 1986, the market value 
of the short-term investments is equivalent to their amortized cost, 
and market value of long-term investments is $46,246,000 
($43,881,239 in 1985). 


. Fixed assets 


1986 1985 
Accu- 
Depre- mulated 
ciation depre- Net Net 
rates Cost ciation value value 
% (in thousands of dollars) 
Landaa ee 19,058 19,058 18,060 
Dredsingee eee 5) 15,633 11,810 3,823 3,787 
Berthing  struc- 
tunes teresa: DS 58,521 36,559 21,962 22,887 
Buildingsre. 2.5-10 60,504 27,677 32,827 33,418 
Wtilitieseee ee 3.3-10 13,698 6,172 7,526 6,781 
Roads and sur- 
facesmrer ee: 2.5-10 30,681 10,306 20,375 18,694 
Machinery and 
equipment........ 5-20 41,739 28,212 13,527 14,625 
Office furniture 
and equipment. 20 1,405 838 567 248 
241,239 121,574 119,665 118,500 
Projects under 
construction ..... 11,017 11,017 4,933 
252,256 121,574 130,682 123,433 


. Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are 
amounts for deferred revenues of $652,589 ($792,840 in 1985) 
and for the current portion of long-term liabilities of $360,576 
($339,365 in 1985). 
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. Loans from Canada 


1986 1985 
(in thousands 
of dollars) 
Loans bearing interest at 6.25% with blended annual 
principal and interest repayment requirements of 
$842,561 and maturing in the year 2000 ................. TZ OOsi 
WLeSS“ICUTTEN UPON ULOM eerste eres tenet cere ise 361 339 
WS WIND 
Non-interest bearing loans with indefinite due date... 132,995 132,995 
Accrued interest on loans not due nor payable ............ 98,162 98,162 


238,508 238,869 


Principal repayment requirements over the next five years 
amount to: 


$ 
1 OS ee eerste Sere Resa ti occ tny seabed gh oR e b avestonras es levee S23 360,576 
VOSS eee eece siete ees sacce ean tac tea ee acer p aga aan ane Soa econ stor dees 383 qiil2 
VOB 9 ei tnratenereaees y Sica ae ts cane atulesed ans Ri me ae ee 407,056 
He Orc ace asep eames Resco anon enasd arena casoeeonn chon nere tore Ronee eras 432,497 
TOP reeseet es cec esters eet cule eae oye seer eae eaaek Sees ane nit oh dee ons 459,528 


. Contingencies 


Claims aggregating approximately $5,948,000 in respect of 
lawsuits, guarantees and damages allegedly suffered on the Cor- 
poration property and sundry legal matters in dispute have been 
made against the Corporation but are not reflected in the 
accounts. In the opinion of the Corporation, its position is defen- 
sible and the final outcome of such claims should not result in any 
material loss. 


. Capital expenditure commitments 


Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $4,008,000. 


. Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. 

The Corporation derives revenues from related parties princi- 
pally from grain warehousing and switching charges. The 
expenses paid to related parties are principally administration 
fees. 


. Contributions to Canada 


Canada has requested cash contributions from various Crown 
Corporations. As part of this cash recovery exercise, the Ports 
Canada network which consists of the Canada Ports Corporation 
and the six local port corporations, was requested to contribute 
$133,000,000. 

The Montréal Port Corporation’s portion amounts to 
$54,983,000 and it has been charged to the “Contributions to 
Canada” item. 

In accordance with a decision by the Government of Canada, 
the Corporation is required to issue a dividend, in respect of the 
1986 financial year, set at 30% of net income before extraordinary 
items and payable before March 31, 1987. This dividend 
amounted to $4,136,000 in 1986 and has been charged to the 
“Contributions to Canada” item. 
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NATIONAL ARTS CENTRE CORPORATION 


MANDATE 


To operate and maintain the National Arts Centre; to develop the performing arts in the National Capital Region; 
and to assist the Canada Council in the development of the performing arts elsewhere in Canada. 


BACKGROUND 


In 1969, the corporation was given the lease of the National Arts Centre complex for twenty years without charge. 
The corporation’s revenues meet about 5O per cent of its cash requirements; payments from Canada cover the 
remainder. The corporation is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 


HEAD OFFICE 1 Confederation Square 
Ottawa, Ontario 
K1P 5W1 
STATUS — exempt from the provisions of divisions I to IV of Part XII of the 


Financial Administration Act 
— not an agent of Her Majesty 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEE. EXECUTIVE 
OFFICER (ACTING) 


CHAIRMAN 


AUDITOR 


The Honourable Flora MacDonald, P.C., M.P. 
Communications 


1966; by The National Arts Centre Act, (R.S.C. 1970, N-2). 


Ron Blackburn 


Pierre Boutin 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends August 31. 


At the end of the period 


POA SSeS Peter ee ee 
Obligations to the private sector* 
Obligations. to.Canada-wccccciccsccee.: 
Equity of Canada, tices 
Cash from Canada in the period 
UCR CLATY atic ausiecan: cain aacrmawcr onan: 
——'MON-DUG SEAT Y soenccinenses-bactctesarscacas 


* These are advance ticket sales. 


1985-86 1984-85 1983-84 1982-83 


(restated) 
meh bets, Piet Aiton a 6.7 14.7 14.1 15.6 
2.4 2.8 2.0 ‘es 
nil nil 0.1 0.2 
Leen He eet Ae Oem | negl. (0.4) 1.0 
14.8 15,3 15:5 15,3 
Pte eo RE ee nil nil nil nil 
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NATIONAL ARTS CENTRE CORPORATION 
A UDITOR’S REPORT 


rO THE CHAIRMAN OF THE BOARD OF TRUSTEES 
NATIONAL ARTS CENTRE CORPORATION 


I have examined the balance sheet of the National Arts Centre Cor- 
oration as at August 31, 1986 and the statements of revenue and 
>*xpenses, surplus and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
ther procedures as J considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
osition of the Corporation as at August 31, 1986 and the results of its 
yperations and the changes in its financial position for the year then 
snded in accordance with generally accepted accounting principles 
ipplied on a basis consistent with that of the preceding year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ittawa, Canada 
October 27, 1986 


BALANCE SHEET AS AT AUGUST 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 


$ $ $ $ 
Current Current 
Short-term investMents..............cccscseseesecsseeenses 876,889 8,057,641 Bank overdraft2 (tt. 2) Le er RON 16,697 136,501 
Accounts receivable (Note 3) Reg anne Cann cn ep cur esau k nea gh 1,400,293 1,223,105 Accounts payable and accrued liabilities 
Inventories (Note 4)... eee 467,144 366,999 (Noted) Canis. Ctahtrilsieeasc en thy 2,243,881 2,209,110 
Programmes in Progress ............:scseeeeseeeeeeseee 511,335 952,794 Deferred revenue (Note 8) .........0::cccccsesseees 2,407,824 2,814,871 
Erepaidiexpenses) (INOte 1) seamen neers 342,067 697,000 Deferred parliamentary appropriations 
S55 9128) 11,297,539 Operating (Note9) see se. ene 8,501,500 
Bix edvassetsi(INOte:6) iwemesernsts asscsescseveteecedensneeerses 3,097,229 3,378,779 Extraordinary building repairs (Note 10)... 461,086 611,463 
5,129,488 14,273,445 
Provision for employee termination benefits ........ 469,278 394,495 
5,598,766 14,667,940 
EQUITY OF CANADA 
Suarpl urs secceecoccre sees esc seeaseseriee totic ceases eentvencereueeconvees 1,096,191 8,378 
6,694,957 14,676,318 6,694,957 14,676,318 


Approved by Management: 


DONALD MACSWEEN 
Director General 


RONALD BLACKBURN 
Assistant Director General 
Finance and Administration 


Approved by the Board of Trustees: 


PIERRE BOUTIN 
Chairman 


THOMAS C. ASSALY 
Vice-Chairman 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED AUGUST 31, 1986 


STATEMENT OF REVENUE AND EXPENSES 
FOR THE YEAR ENDED AUGUST 31, 1986 


1986 1985 
$ $ 
Operating revenue 
Performing arts programmes (Schedule 1).......... 8,509,765 6,971,740 
Restaurants (Scheduler) sees ercrcereee er 3,479,382 2,794,280 
Garagel(Schedules)ieee emcees ene 1,524,608 1,614,389 
Rentals seer eerie ete eer nrennre 587,399 485,614 
Boutique (Schedule) peessseestnvce sneer 147,493 97,614 
Other se et heroes coer meter es Seeneaar’ $53,838 510,648 
14,802,485 12,474,285 
Operating expenses 
Performing arts programmes (Schedule 1) 
Directiopera ting iCOStS areca etevesersetee career ene 14,466,704 13,036,840 
Support SERVICES eee erry tree tetas crerertenereee 2,980,123 3,193,552 
Restaurants\(Scheduley2) missus erect eet 3,295,768 2,582,893 
Garapel(Scheduless)pewerse rare ccctecgtrce cereteesss 450,341 401,455 
Operation of the buildings (Schedule 4) .............. 4,374,465 4,433,117 
Administrative services (Schedule 5) ................ 3,251,313 3,854,112 
Boutiquei(Schequlew) pean reece ceectscrercrnsene-s 155,450 100,892 
28,974,164 27,602,861 
Excess of operating expenses over operating reve- 
TUS Recetas ate ieasacttnvadeowsecsagessiees 14,171,679 15,128,576 
Other income 
Interest on short-term investments .................005 309,549 436,970 
Regional municipal grant ................:cccccccssesereeeees 270,112 257,250 
579,661 694,220 
Excess of expenses OVeEr FeVENUE ...............ccceceereeees 13,592,018 14,434,356 
STATEMENT OF SURPLUS 
FOR THE YEAR ENDED AUGUST 31, 1986 
1986 1985 
$ $ 
Surplus (deficit) at beginning of the year............. 8,378 (381,766) 
Excess of expenses Over revenue ...............ceceeee (13,592,018) (14,434,356) 
(13,583,640) (14,816,122) 
Parliamentary appropriation—Operating ........... 14,679,831 14,824,500 
Surplusratiendiof the yeaterenn escent een 1,096,191 8,378 


Funds provided by (applied to) the following 
activities 
Operating 2.00 alee d ee, ee eed ee ae 
Financing s..no he Nae nak rite ore see 
TMVOSEIN Bocce ece cece teasers ences see eecare se teavevnegestraeasas 


Increase (decrease) in cash during the year ........ 
(Bank overdraft) cash at beginning of the year .. 


Bank overdraft at end of the year ............ 


Operating 

Excess of operating expenses over operating 
TEVENUC ee, soot eer eee hercmtaenbresates 

Items not requiring an outlay of funds 
Depreciation and amortization .................... 
Loss on disposal of fixed assets... 

Increase of components of working capital 
othersthantcashete. ore net 

Increase in the provision for employee termi- 
Nation DENelitsi re wan eee eee eee 


Financing 
Parliamentary appropriations 
Operating < eon Aat cna coc mane 
Extraordinary building repairs .................. 
Interest on short-term investments ................... 
Regional municipal grant .....................-.-.-..00++. 


Investing 
Additions to fixediassets/ 5. n1...ssecescetee esc ees 
Extraordinary building repairs ..............0.....0. 
Proceeds from disposal of fixed assets ............. 


(14,733,824) 
17,430,500 
(2,576,872) 

119,804 
(136,501) 


(16,697) 


(14,171,679) 


687,414 


(1,324,342) 


74,783 
(14,733,824) 


14,679,831 
2,171,008 
309,549 
270,112 


17,430,500 


(405,864) 
(2,171,008) 


(2,576,872) 


(15,148,227) 
16,007,615 
(1,180,884) 

(321,496) 
184,995 


(136,501) 


(15,128,576) 


679,878 
1,112 


(737,324) 


36,683 
(15,148,227) 


14,824,500 
488,895 
436,970 
257,250 


16,007,615 


(702,589) 
(488,895) 
10,600 


(1,180,884) 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
\UGUST 31, 1986 


1. Objectives and operations 


The objectives of the Corporation are: to operate and maintain 
the National Arts Centre; to develop the performing arts in the 
National Capital Region; and to assist the Canada Council in the 
development of the performing arts elsewhere in Canada. 

In furtherance of its objectives, the Corporation may arrange 
for and sponsor performing arts activities at the Centre; encour- 
age and assist in the development of performing arts companies 
resident at the Centre; arrange for or sponsor radio and television 


and common services not attributable to particular perform- 
ances are charged to expenses in the year in which they are 
incurred. 


(e) Inventories 


Inventories are valued at the lower of cost and net realizable 
value for food, beverages and boutique materials or replace- 
ment cost for production materials. 


(f) Fixed assets 


Fixed assets used in the operations, other than the NAC 
complex, are recorded at cost. Depreciation and amortization 
are calculated on the straight-line method, as follows: 


Building—! Atelier 
Equipment 
Leasehold improvements 


20 years 
5 and 7 years 
4 and 10 years 


Gains and losses on disposals of fixed assets are credited or 
charged to operations. 


Cost of uncompleted capital projects are transferred to the 
appropriate fixed asset classification upon completion, and 
are then depreciated or amortized according to the Corpora- 
tion’s policy. 


Extraordinary repairs to the NAC building complex are 
deducted from the parliamentary appropriation received for 
that purpose and are neither capitalized nor expensed. 


broadcasts and the showing of films in the Centre; provide accom- (g) Deferred revenue 
modation at the Centre, 2 such terms and conditions eS the Cor- Revenue from tickets sold prior to the end of the year for pro- 
Pola op auay. fix, for national and local organizations whose grammes in progress is deferred and credited to revenue in 
pera include A Seeger and iene aCe of the ae the year in which the programmes terminate. Gift certificates 
orming arts in Canada; and, ae the request of the Government o and exchange vouchers not redeemed within three years of 
pee OretheeCanada Sonnet) pale es for Perlormances else- the year of their issuance are written off and credited to reve- 
where in Canada by performing arts companies, whether resident nue. A percentage of those less than three years old is also 
or non-resident in Canada, and arrange for performances outside creditedieorevenic 
Canada by performing arts companies resident in Canada. i 
With a view to achieving the objectives, Her Majesty demised (h) Operating expenses 
and leased the National Arts Centre building complex to the Cor- ; : 
poration for a period of twenty years, expiring May 31, 1989. Expenses of p erfor OES aes Oe ace do nee include costs 
Under the terms of the lease, the Corporation is responsible for relating x0 puncte and equipment maintenance, MEIC, 
maintenance and operation of the building complex, but is not BGuinis trative ScrviCes) furniture and Shel eas Expenses of 
required to pay for the use of the complex. festaurants, Zar age and boutique donot include costs relating 
to utilities, administrative services and building maintenance. 
2. Significant accounting policies These costs are disclosed respectively as operation of the 
: , buildings expenses and administrative services. 
(a) Basis of accounting 
The accounts of the Corporation are maintained on an (i) Pension plan 
accrual basis. Employees of the Corporation participate in the Public Ser- 
(Oye qocetcavanvest nion(s vice Superannuation plan, administered by the Government 
of Canada. Contributions to the plan are required by both 
Short-term investments are carried at cost which approxi- the employees and the Corporation. These contributions 
mates market value. represent the Corporation’s total obligation and are recorded 
(c) Grants as they become due. 
Grants are recorded as revenue in the year in which the gran- (j) Employee termination benefits 
tors make firm commitments to the Corporation. Employees of the Corporation are entitled to specified ben- 
(AMR ronranines in proeres: efits on termination as provided for under labour contracts 
and conditions of employment. The liability for these benefits 
Direct costs, including advances to performing companies is recorded in the accounts as the benefits accrue to the 
and artists, incurred prior to the end of the year for pro- employees under the respective terms of employment. 
grammes in progress are deferred and charged to expenses in ; or 
the year in which the programmes terminate. Indirect costs (k) Parliamentary appropriations 


The parliamentary appropriation for operations, received 
during the period April 1 to August 31, is in respect of the 
Government of Canada’s fiscal year ending on March 31 of 
the following year. The Corporation credits to surplus each 
month one-twelfth of the approved appropriation. Accord- 
ingly, of the amount received to August 31, the amount 
received which is in excess of 5/12ths of the appropriation is 
deferred to the following year. In the event that the amount 
received is less than 5/12ths of the appropriation, the differ- 
ence is recorded as a receivable. 


The parliamentary appropriation received for extraordinary 
building repairs is deferred until used. An amount equal to 
the repairs incurred during the year is deducted from the 
deferred parliamentary appropriation. Should the total cost 
of the repairs be less than the amount received, the balance 
will be returned to the Consolidated Revenue Fund. 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1986—Concluded 


3. Accounts receivable 


1986 
$ 
Customer‘accounts ee... ar ene es 525,081 
Allowance for bad debts ..........6..0....ccscccecceeseeuvsess (11,284) 
$13,797 
Parliamentary appropriation..................:c0cc000 628,331 
GANS oteiic. cxeece ee torehs as ees Re ee l oae 135,056 
Loans to musicians for the purchase of instru- 
IMION(S tienen cee ee ene ee ee 81,260 
A CCKUCHINTEheSta re eee ene ee ee 7,037 
Othereecn 16 eet GL OF RI YAiee GF eee 34,812 
1,400,293 
4. Inventories 
1986 
$ 
Productionimaterials.cc ccs. ctencrescccrc eee 236,618 
Foods beverages anditobaccos..1 cee eee 185,624 
Boutiquesiecn cree. corre en te eat em, 44,902 
467,144 
5. Prepaid expenses 
1986 
$ 
SUPDIVeS ce7teee chin crt Ren, Ae ah eee 175,724 
Gomimissionss} ate bot.eet. me ascent. atk. le 81,480 
Souvenirsiand otheritems apcctc.c-e) ees eee 34,285 
Salariesifonmusicians\on toni ee eee eee 
Travel expenses for musicians and artists on tour ... 
Miscellaneous...................... Bhs ee eee ene $0,578 
342,067 
6. Fixed assets 
1986 
Accu- 
mulated 
deprecia- 
tion and Net 
amorti- book 
Cost zation value 
$ $ $ 
Ander cette eee ars 90,000 90,000 
Building—t’Atelier.... 298,069 73,878 224,191 
Equipment..........5...... 3,673,142 2,092,367 1,580,775 
Leasehold improve- 
ments. ....%... sarees 1,948,947 755,412 1,193,535 
Uncompleted capital 
DEOCCtS tec 8,728 8,728 


6,018,886 2,921,657 3,097,229 


7. Accounts payable and accrued liabilities 


1986 
$ 
AB Cel ae Ts OR ee ea Care Maer ee ed 1,053,355 
Accrued salaries and annual leave...................... 704,318 
Payroll deductions and sales tax... 292:553 
Holdbacks on contracts .0).c.cceccececscctcsssscuscess 193,655 


2,243,881 


1985 
$ 
851,907 
(8,009) 
843,898 


128,625 


108,021 
90,280 
52,281 


1,223,105 


1985 
$ 
2295213 


120,073 
21,713 


366,999 


1985 
$ 
143,007 

87,430 
34,517 
226,561 
126,772 
78,713 


697,000 


1985 


Net 
book 
value 


$ 
90,000 


239,094 
1,883,947 


15139°299 


26,439 
3,378,779 


1985 
$ 
1,143,027 
592,369 


463,038 
10,676 


2,209,110 
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8. Deferred revenue 


1986 1985 
$ $ 
Tickets sold prior to the end of the year for 
programmes In progresses. an. ee eee 2,271,278 2,675,763 
Unredeemed gift certificates and other.............. 136,546 139,108 
2,407,824 2,814,871 
9. Parliamentary appropriation—Operating 
1986 1985 
$ $ 
Deferred from the previous year............... 8,501,500 8,652,000 
Received CUEING tne.) Cah men nena ee 5,550,000 14,674,000 
Receivable at August 31.00... 628,331 
Crediteditosurplusye seen enn ee (14,679,831) (14,824,500) 
Deferred to the following year.................. 8,501,500 


10. Parliamentary appropriation—Extraordinary building repairs 


196 


12. 


13. 


1986 1985 
$ $ 
Deferred from the previous year.................. 611,463 1,100,358 
Receivediduringithe ven teste eee 2,000,000 
Interest earned during the year.................... 20,631 
ExpensesuOmtnen cates en eee (2,171,008) (488,895) 
Deferred to the following year ..............0.0.... 461,086 611,463 


Commitments 


As at August 31, 1986, commitments for operating leases and 
box office management services, with terms of more than one 
year, amounted to $1,360,408. Future minimum payments under 
these arrangements are payable as follows: 


Year ending 


August 31 $ 

1987 |. .steeinsons tense gel Sh otter tear ey ees 504,302 
| ehsk: Meareareerrer or eiier att care enka ee: 247,963 
W989 ins. is saesccte ie seentcerececetyiv anaes ee A 128,886 
19D Ost teste ts Rear, cD Von i OP Nee ae oe ee 124,257 
|e ete eee te. aL RS it et RAE ote et yy 165,000 
LWA P ecaks Ss aarti panes abpre aie, Minalidh A teins nano 190,000 

1,360,408 


Related party transactions 


In addition to the rental of the NAC complex, provided free of 
charge, the Corporation receives audit services without charge 
from the Office of the Auditor General of Canada. 


During the year, in the normal course of business, the Corpora- 
tion incurred expenses totalling $554,078 (1985—$535,409) for 
utility services provided by the Department of Public Works and 
$85,929 (1985—$82,711) for ground maintenance and snow 
removal services provided by the National Capital Commission. 


Comparative figures 


Certain figures for the year ended August 31, 1985 have been 
reclassified to conform to the presentation adopted for the year 
ended August 31, 1986. 
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NATIONAL ARTS CENTRE CORPORATION—Continued 
SCHEDULE OF REVENUE AND EXPENSES—PERFORMING ARTS PROGRAMMES 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 1 

Dance and Variety Music Theatre Total 

1986 1985 1986 1985 1986 1 985 1986 1985 

$ $ $ $ $ $ $ $ 

Revenue 

BOxoltiCeeecesarcsst tte eee ere 4,384,415 3,337,033 1,354,161 1,203,342 1,718,530 1,412,844 7,457,106 5,953,219 

TROD 05S BN eA RO 8, ar eee ate ee ee 378,308 DASH 64,725 11,360 443,033 228,957 

BOA G CASTS etter nee ere SN AE ART ERI IE Loic 223,807 348,372 223,807 348,372 

Recordings”: SSO e akin Le eee ek are ANS 51,720 30,196 51,720 30,196 

GO- Productions an wean eee ioc eae st 80,628 293,016 80,628 293,016 

SPONSOFSNIPS. see ea sotec cscs See OE 110,941 8,872 110,941 8,872 

OTS hs | eee, SA SS ak Ree eh 30,116 15,163 66,945 79,709 45,469 14,236 142,530 109,108 

4,414,531 3,352,196 2,185,882 1,888,088 1,909,352 1,731,456 8,509,765 6,971,740 

Expenses 

Direct 
Talent, performers and musicians ........................ 3,501,815 2,597,535 3,735,179 3,530,150 1,033,397 1,220,231 8,270,391 7,347,916 
Set, prop, sound and stage crew ...............:ccccee 629,695 $37,628 309,784 316,049 1,224,839 1,203,121 2,164,318 2,056,798 
WV AL GTO De Penis etree is ete et re on lish alates Be 33 778 258 261 206,777 212,223 207,068 213,262 
Artistic, creative and professional services.......... 5,655 7,559 31,493 42,665 279,960 243,250 317,108 293,474 
heatre- and othenproductionacsss eee 200,109 187,646 210,869 173,886 265,784 232,640 676,762 $94,172 
4,337,307 3,331,146 4,287,583 4,063,011 3,010,757 3,111,465 11,635,647 10,505,622 

Advertising 

Performances aercesace er eee ed 2k oa 346,225 263,397 192,544 196,199 263,016 210,625 801,785 670,221 
Subscriptions.<..< ies ews, Renee ee ee ee 104,223 54,889 284,642 240,374 215,917 207,929 604,782 503,192 
450,448 318,286 477,186 436,573 478,933 418,554 1,406,567 1,173,413 

Administration schedule'6):...8: 2a). s eee 367,214 305,107 459,493 493,300 597,783 559,398 1,424,490 1,357,805 

Dincctroperating:COStss erate ae eee Sen eee 5,154,969 3,954,539 5,224,262 4,992,884 4,087,473 4,089,417 14,466,704 13,036,840 
Excess of expenses over revenue before support ser- 

VI CCS me eM re OME eae Gel ele act Bacanes 740,438 602,343 3,038,380 3,104,796 2,178,121 2,357,961 5,956,939 6,065,100 
BUDPONL services) Schedule 6) parse renn anne. 2,980,123 3,193,552 
EXCESS OLE PENSESIOVEL TEVENUC Warne cee terre treo 8,937,062 9,258,652 
SCHEDULE OF REVENUE AND EXPENSES—RESTAURANTS 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 2 

1986 1985 
Food Beverage Total Food Beverage Total 
$ $ $ $ $ $ 
Sales 
[LIK CAN oy cecmen seers st EER ee EER ERS AT Aer Pee eer aH RE LE 1,210,974 593,925 1,804,899 1,065,389 549,005 1,614,394 
EA TCRITI Carrere Meee eee rene etree re cele oe Meee tate CEE A 743,897 370,054 1,113,951 464,398 249,048 713,446 
BATS eee ee he econ henner We Uo k eh ailsceaaeetaesee tah SOI NOR 368,702 368,702 409,013 409,013 

GTEC OORT, aise hg ceegceine saa aentlrwsseni cna SER Re RO RES 60,497 60,497 

TARGIPEY URSA CES ge mt ena A ad EE SO Sa one 2,015,368 1,332,681 3,348,049 1,529,787 1,207,066 2,736,853 
Cost of Sales 

COSTOl SOOUS/ CONSUME Wa corte ccrerr ee svar a tee psec ner crete ze rate coca 786,132 415,322 1,201,454 589,639 374,714 964,353 

BessiCOS HOLE Mplovecned Sim meets Mente eaten tree ne enne tere aerene (28,351) (28,351) (18,437) (18,437) 
NCL COSLLOLSALES Bn ecm TR, Socratic. 8 wR teu creer Ota rey aha Ree ys 757,781 415,322 1,173,103 571,202 374,714 945,916 
BETOSSIDT OLItQe en Meme a ee A Ce Oy. ca sole acon rea sacs sedbnapeeeeeeetters 1,257,587 917,359 2,174,946 958,585 832,352 1,790,937 
CYBER RENZED TICS hd ancestor OE Re a eRe Sai ach NCAA oe 131,333 57,427 
motalrorosswprolimandcothemnevenuCug neat ccay nese nacre enemies 2,306,279 1,848,364 
Operating and administrative expenses 

SalaniesuwagesiandiemplovecibenelltSey scan: saws enna cee enon ns, 1,426,452 1,137,219 

Supplics‘and equipment rentalie. see ee eee eer ae eee ee 320,745 217,041 

Repaies and mamtcnanceswe. <i est ncaa ee ee eee 98,217 75,023 

PACVErtISiN gS aN CyDrOMOtlON eerer metres stem es en eee eee eee et 84,582 56,669 

Depreciation‘andtamortizationiee eee ee ree eee ee 68,968 65,719 

Musicrandientertainmentarcs:cecceer ees ce ee eee Te 30,526 18,882 

@rediticards COmmMissiOnsicce cso eee 2321135 17,962 

NCIC Lea DGIed UI PINE n Cate seer eee etre ses een eo ec eee ee rene 15,628 19,479 

Professional l:SCLVICeSmean a erent ac ere ee ee ner ene oe 12,393 5,818 

TREN a) Eran at et th PB atee neni MnO Ce eek int ncaa ORR Sn) ten UAE ghee ees 6,453 5,909 

OCT rik cere aie ere et eRe acd tn TR nde A es 35,566 17,256 

Motaliexpenses) cermin rate one nee nena nee ee eps 2,122,665 1,636,977 
BEX CESS Of: TeVenUe OVer CXDENSES: ene eee ee ee ee ee 183,614 211,387 
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NATIONAL ARTS CENTRE CORPORATION— Concluded 


SCHEDULE OF REVENUE AND EXPENSES— SCHEDULE OF EXPENSES 
GARAGE PERFORMING ARTS PROGRAMMES— 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 3 ADMINISTRATION AND SUPPORT SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 6 
1986 1985 Administration Support Services 
$ $ 1986 1985 1986 1985 
Revenue $ $ $ $ 
petit mee at Sa Wo MM REARDON cs Suits sc uastvacas itches as raat ct Salarcmma cases card 
ERCP ages aera ooba paar csi a a employee benefits............ 1,230,251 1,193,661 1,806,166 2,033,673 
_1,524,608 1,614,389 _ Travel and duty entertain- 
MCNies ee eee 124,442 110,627 25,160 31,501 
Expenses Office expensesrae 34,955 19,913 126,533 167,223 
Salaries, wages and employee benefits ................0004. 392,632 359,641 Professional services and 
Suipplies wane: Peatae eee eect. 22,923 25,316 EXPENSES «2... ooooeceee vs 15,169 14,994 36,502 94,075 
RepairsiandimaintemanCe nee enna ees etecnece sane 14,692 1,302 Commissions and_ service 
Depreciation and amortization ............0..ccscsseeeeeeees 9,652 6,662 CHALBES eon rrreee vee 411,724 251,735 
Advertising. RGU. 3a 2 es 0h 4... ee eee 633 1,799 Advertising and promotion 367,674 399,893 
Othet tat ei ete pre. eee. 9,809 6,735 Warehouse rent.................. 147,040 140,356 
450,341 401,455 Other 8 ern SA ese 19,673 18,610 59,324 75,096 
EXcessiotirevenuc OVelexpenscom meta 2 teen ee 1,074,267 1,212,934 1,424,490 1,357,805 2,980,123 3,193,552 


SCHEDULE OF EXPENSES— SCHEDULE OF REVENUE AND EXPENSES— 
OPERATION OF THE BUILDINGS BOUTIQUE 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 4 FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 7 
1986 1985 1986 1985 
$ $ $ $ 
Salaries, wages and employee benefits .......................05. 1,803,038 1,632,909 Revenue 
Utilitiestie meets eer er re it Mae Te ee 958,666 975,576 Sales soi 5s ye eal s. AL) Sane OCEANS eet | BO SO 147,493 97,614 
Repairs and maintenance to buildings and equipment... 790,054 1,048,002 Expenses as 
Depreciation and amortization ...........eeo-ssssseeeeeeeeeni 606,117 604,820 (Gost of goods sold?.c.. a4. ae eee ee 85,047 51,217 
Professionalisenvices andiexpensesin yt eer 85,772 86,040 Gon ee 62.446 46.397 
Burnituremndiequipmen tere nertrt ne cee reer. 66,674 36,250 Be anew RS pS eae OOEN Loan ree a eee 
Waundry-and dry cleaning aire ec. tercteretcn mous: 25,533 23,474 General and administration 
Officciexpenses sti < brensensieetasedcardneractaitediois 12,707 4,588 Salaries, wages and employee benefits... ss 53,503 39,719 
Unik ninig Peet, scree ccs cccsccatscntnwisenet in 9,080 1,201 Advertising and display... 4,306 2,602 
Travel and duty entertainment ......c:ccccccccsssessssessseesssrvven 6,316 6,817 AMOTIZALION oo. eeeesosseeeeeeeses se ceeeeceeesetteeeecnnnsntneeeceonsneens 2,677 2,677 
Othercensansseeeinenene co nesamenum ace ah tevceh seit 10,508 ——:13,440 Supplies and equipment rental... eee seen 2,549 638 
=| SCL nInnG nn Travel ceo ee ee ee ee ee 1,895 1,276 
eet DCG EE NE Eurniture andiequipmcnt= see ee ee nee 356 
Other. avert eee ne sean eee ae II Sel OS 
70,403 49,675 
SCHEDULE OF EXPENSES— Totalkexpenses:ccewnc ck oe ees ec eee 155,450 100,892 
ADMINISTRATIVE SERVICES xCess Of expensesioversrevenucass seen ere 7,957 3,278 
FOR THE YEAR ENDED AUGUST 31, 1986 SCHEDULE 5 
1986 1985 
$ $ 
Salaries, wages and employee benefits ......0...0.00.0....c000 2,293,132 2,878,863 
Officeiexpenses:2..2 arse rest te ee acs ss ence 159,848 227,110 
OPfiCeren tik ees AON Sk kc ee, ce | eek ee 156,784 155,005 
TelecommunicationS irc n es ee ee 131,007 147,914 
Professional services and ExpeMseS................:cccseceseeceeees 96,381 118,136 
INSUTANCE Meu etre cer Coroner cet Merete Lee 89,338 68,577 
ibrusteesutees andiexpenses cea. cane eee 76,449 $2,027 
Repairs and mamtenanceca es ee ee 60,699 54,662 
ravchanaautviententainmient mrt ae nr eee 52,902 46,749 
AGVertising andi promouOniencien. ee eke en trae ree. 395315 33,323 
MEV yar tia, frome’ ec ere rer a a 2 ol 19,329 15,744 
9 1h ens acon desnenecee aes he Pe er ee eee, SER 3 76,129 $6,002 


3,251,313 3,854,112 
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SUMMARY PAGE 
NATIONAL CAPITAL COMMISSION 


MANDATE 


To prepare plans for and assist in the development, conservation and improvement of the National Capital Region. 


BACKGROUND 


Funding from Canada to the Commission is usually budgetary funding. The Commission’s own revenues meet about 
17 per cent of its operating expenses. 


CORPORATION DATA 


HEAD OFFICE 161 Laurier Avenue West 
Ottawa, Ontario 
K1P 6J6 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS 1958; by the National Capital Act (R.S.C. 1970, N-3). Canada has 
OF INCORPORATION owned this corporation since 1899 with the creation then of the 


Ottawa Improvement Commission (1899-1927), succeeded by the 
Federal District Commission (1927-1958). 


CHAIRMAN AND CHIEF Jean Pigott 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 


; (restated ) 
At the end of the period 
MotalOAssets * ouicseen cvscee MO Nola OREM 298.3 306.5 332.8 411.6 
Obligations to the private sector o2o....c.ococccccccececececcececeeecece ccc. nil nil nil nil 
bligations 10.Canaddgew 9c) eee ee nil nil 26.3 ar 
Equity of Canada .:.....<eew aaeelel roam tye SEP 267.1 284.4 281.4 344.5 
Cash from Canada in the period 
Se DUIS etary eee oar ee ee > Cae OH Od: 73.4 om 97.1 86.6 
SpeNON DUC SCLALY. c25c.0.cidvaranmerani eee NRO nil (26.3) (4.8) nil 


* The data series on Total Assets and on Equity reflect NCC’s change in accounting practice by recording 
depreciation; this change has lowered the book value of much of its assets from “historic cost” value to “net of 
depreciation” value. 


** Net of sales proceeds and surplus (in 1986-87, $3.5 million; in 1985-86, $7.6 million) which were paid to Canada. 
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NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATE- 
MENTS 


The accompanying financial statements of the National Capital 
Commission are the responsibility of management and have been 
approved by members of the Commission. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with the Financial Administration Act and regulations as well as the 
National Capital Act and By-Laws of the Commission. Internal audits 
are conducted to assess these systems and practices. 


The members of the Commission carry out their responsibilities for 
the financial statements principally through an Audit Committee 
which consists of members of the Commission only. The Audit Com- 
mittee meets periodically with management as well as with the internal 
and external auditors to discuss the results of audit examinations with 
respect to the adequacy of internal accounting controls and to review 
and discuss financial reporting matters. The external auditors have full 
access to the Audit Committee, with and without management being 
present. 


The Commission’s external auditor, the Auditor General of Canada, 
has examined the financial statements. He submits his report to the 


Minister of Public Works who is responsible for the National Capital 
Commission. 


Jean E. Pigott 
Chairman 


John T. Denis 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 
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AUDITOR’S REPORT 


THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of the National Capital Commi: 
sion as at March 31, 1987 and the statements of operations, equity an 
changes in cash resources for the year then ended. My examinatio 
was made in accordance with generally accepted auditing standard: 
and accordingly included such tests and other procedures as I cor 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financic 
position of the Commission as at March 31, 1987 and the results of it 
operations and the changes in its cash resources for the year the 
ended in accordance with generally accepted accounting principle 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission thz 
have come to my notice during my examination of the financial state 
ments have, in all significant respects, been in accordance with Pa 
XII of the Financial Administration Act and regulations, the Nations 
Capital Act, the articles and by-laws of the Commission. 


Kenneth M. Dye, F.C. 
Auditor General of Canad 
Ottawa, Canada 
June 12, 1987 


ASSETS 1987 1986 
Current 
Gashrand’shont-tenmiGePOSltcwesees eee eeretat eee ta: sere 11,084 23,209 
Accounts receivable 
Federal government departments and agencies............. 780 1,472 
MenantssanGotherst cence eee rere ee 1,196 731 
Operating supplies, small tools and nursery stock 
(ON Rel 40) Viren hc Sis more erec nese fac Rene ae ene 660 682 
Pre PalGrexPenses manger. are. eee ameter on eee 1,874 2,138 
15,594 28,232 


Land, buildings and equipment (Note 3).........0.....cccceee 282,689 278,282 


298,283 306,514 


LIABILITIES 1987 1986 
Current 
Accounts payable and accrued liabilities 00000000... 22,847 14,894 
Unsettled expropriations of property .....0.0..0.0.cccceceeee 1,300 1,342 
Holdbacks and deposits from contractors and others. ....... 1,876 15352 
26,023 17,588. 
Long-term 
Accrued employee termination benefits..........0.0..ccccccce 5,197 4,496 
31,220 22,084) 
EQUITY 


Equity of Canada 267,063 284,430 


298,283 306,514 


Approved by the Commission: 


JEAN E. PIGOTT 
Chairman 


A. L. MARTIN 
Commissioner 
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NATIONAL CAPITAL COMMISSION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 


Expenses 
Planningandidevelopment ye eee ee La 3m 2.838 
Reallassetimanapementaseaas ante Ae enna ne 51,836 44,904 
Publictactivitics tear eys.an.cten Seal eas ee 11,915 Di 
ACMINIStrationg ewe ye ts teane tere Oke ee Ol on te 153255 15,300 
92,179 82,999 
Revenues 
Propert ye tpi we SNe Maechiy Fh Filia Sek tL iVe SIN 9,690 8,848 
Interests riers te Cie eben NI e ee aa 1,178 BOD 
Net gain on disposal of land, buildings and equipment... 3,136 364 
Others sae eae Se, ror) poy ye keene 1,863 1,496 
15,867 12,629 
IN etiCOst Oloperavionss. execsceer sence ares or ee ee VOSS ee 0,370 
Parliamentary appropmiationS:.........0..ceee eee 62,445 81,026 
Less: appropriations used to acquire land,  build- 
me srancred Wi pine nese eee ete ee 15,131 11,462 
47,314 69,564 
Excess of net cost of operations over parliamentary appro- 
DLA ONS ee, Bec ero aes wees eee 28,998 806 
STATEMENT OF EQUITY 


FOR THE YEAR ENDED MARCH 31, 1987 
in thousands of dollars) 


—— ee 
See 


1987 1986 

Balance at beginning of year as previously reported ............ 284,430 377,346 
Adjustment to record accumulated depreciation to begin- 

ningiofivea raya MOREL a7 OFA ocr. Oe ieee, ie (95,953) 
Balancerasirestated snes Seat en ene tut ee ae 284,430 281,393 
Excess of net cost of operations over parliamentary appro- 

PILAviOnsie mee ce ee eee. eed ee enn Ow) Oe eee (28,998) (806) 
Appropriations to acquire land, buildings and equipment... 15,131 11,462 
Bay mentsito Canadas. ce wee Lee ee ee (3,500) (7,619) © 


Balance at end of year 267,063 284,430 
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STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


ee — — — — — — — — EEE Eee 
1987 1986 


Operating activities 
Excess of net cost of operations over parliamentary 


APPOPrlatiOnS cane. ene en ka ee ee (28,998) (806) 
Items not involving cash 
Depreciation ssi Shee hens ert 10,549 9,316 
Net gains on disposal of land, buildings and equip- 
CNC ree ee et eee eee ene MERE ENE, | (3,136) (364) 


Increase (decrease) in accrued employee benefits ....... 701 (41) 
(20,884) 8,105 
Increase (decrease) in non-cash operating working capi- 


tal 
Accountsineceivablemeesee tytric) en: far crue ea Sere 227 (436) 
InventonicsAet eaten te tse nt oe weal eh ne e, 22 (37) 
Prepaidiexpenses wankiets eae, Aen eee ae Sia 264 (659) 
Accounts payable and accrued liabilities ....................... 7,953 (2,493) 
lnsettlediexpropriations 0 = teen ne ee (42) (267) 
Loldbacksandide posits es eee eee en ene 524 (228) 


8,948 (4,120) 


Cash provided by (used in) operating activities .................... (11,936) 3,985 
Investing activities 


Acquisition of land, buildings and equipment .................. (15,131) (11,462) 


Proceeds on disposal of land, buildings and equipment ... 3,311 SS) 
Casheusediimbinvestin£:actlvitics anne tea e (11,820) (8,203) 
Gashsrequined Delonertinanlcin gat aee ae anna (23,756) (4,218) 
Financing activities 

Parliamentary appropriations to acquire land, buildings 

ANGIEGUIDINEN tia ee ere er eat Renee ne fe 15,131 11,462 

Repayment of loans from Canada .........c.cccccccccececceseseseeesees (26,309) 

PavinentonrundsitoCanadayeeess ee anne nen (3,500) (7,619) 
Cash provided by (used in) financing activities ............0...... 11,631 (22,466) 
Decreasesinicashieewe eee net ee eT (12,125) (26,684) 
Cash and short-term deposits at beginning of year .............. 23,209 49,893 
Cash and short-term deposits at end of year o......ccccccccecees 11,084 23,209 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and Objectives 


The National Capital Commission was established by the 
National Capital Act, 1958. The Commission is a Crown Corpo- 
ration without share capital named in Schedule C, Part I to the 
Financial Administration Act and is an agent corporation. The 
objects and purposes of the Commission are to prepare plans for 
and assist in the development, conservation and improvement of 
the National Capital Region in order that the nature and charac- 
ter of the seat of the Government of Canada may be in accord- 
ance with its national significance. 


2. Significant Accounting Policies 
(a) Land, Buildings and Equipment 


Land, buildings and equipment are generally recorded at his- 
torical cost. Property acquired at nominal cost or by donation 
is recorded at market value at time of acquisition. Property 
acquired by exchange is recorded at the carrying value of the 
assets disposed of in the transaction. 
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(b) Depreciation 


(c 


(d 


(e 


— 


) 


ma 


Depreciation is charged to operations in equal annual 
amounts based on the estimated useful life of the assets, as 
follows: 


Buildings 20 years 
Roads and bridges 25 years 
Park landscaping and improvement 25 years 
Festival equipment 5 years 
Equipment 7 to 15 years 
Vehicles 4 to 7 years 
Equipment and vehicle attachments 10 years 


Operating Supplies, Small Tools and Nursery Stock 


Operating supplies and small tools are carried at cost. Nur- 
sery stock is valued at estimated replacement cost less an 
allowance for overhead, balling and packaging expenses. 


Pension Plan 


The Commission’s employees participate in the Public Ser- 
vice Superannuation Plan, which is administered by the Gov- 
ernment of Canada. Contributions to the Plan are made by 
both the employees and the Commission on an equal basis. 
These contributions represent the total pension obligations of 
the Commission and are recognized in the accounts on a cur- 
rent basis. 


Employee Termination Benefits 


Severance pay generally accrues to employees over their ser- 
vice period, and is payable on their separation or retirement. 
The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 


3. Land, Buildings and Equipment 


Historical 
Cost 
Land and Buildings 
Greenbelt ............. 54,525 
Rank WaySte ree 73,612 
Parksiatotce tee. 46,584 
Bridges and 
approaches ....... 26,094 
Historical sites ..... 15,924 
Recreational 
facilities een 14,452 
Rental properties. 139,295 
Unsettled expro- 
priations ........... 1,300 
Administrative 
and service 
buildings ........... 10,825 
382,611 
Less: provision for 
transfers* pe. 2,045 
380,566 
Equipment 
Equipment (2... 4,483 
Burniturcessee 7,848 
Vehicléstesse = 3,592 
Antiques and 
works of art ...... 823 
16,746 
397,312 
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1987 


Accu- 
mulated 
Depre- 
ciation 


Net 
Book 
Value 


(in thousands of dollars) 


15,457 
32,189 
14,101 


2299 
7,800 


5,409 
115239 


5,703 
104,197 


104,197 


3,060 
4,645 
2,408 


313 
10,426 
114,623 


39,068 
41,423 
32,483 


135/95 
8,124 


9,043 
128,056 


1,300 


Sy 47) 
278,414 


2,045 
276,369 


1,423 
3,203 
1,184 


510 
6,320 
282,689 


1986 


Net 
Book 
Value 


39,647 
40,300 
31,824 


14,206 
8,470 


9,067 
125,218 


1,342 


5,180 
275,254 


2,070 
273,184 


1,241 
2,274 
995 


588 
5,098 
278,282 


* Provision for transfers pertains to property to be transferred in accordance 


with agreements with the Province of Quebec. This includes lands to be 
given free of charge for approaches to the MacDonald-Cartier Bridge, and 
for the transfer for $1 of lands to be used as a right-of-way for Highway 


550. 


Payroll and related costs 


5. Major Commitments 


Goodstandiservicesmes setae en ee 


4. Summary of Expenses by Major Classification 


1987 1986 
(in thousands of 
dollars) 
37,801 33,482 
24,249 25,439 
13,007 = 7,933 
6,573 6,829 
10,549 9,316 
92,179 82,999 


(a) The Commission is committed to make contributions to other 


levels of government and other authorities as follows: 


(i) Province of Quebec, one-half of the cost of the work of a 
road network within the Quebec portion of the National 
Capital Region. The Commission’s remaining commit- 
ment to be paid over the next several years is estimated 
at $95 million and is subject to Treasury Board of 


Canada 


approval. 
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(ii) The Outaouais Regional Community Transit Commis- 7. Related Party Transactions 
sion and the Ottawa-Carleton Regional Transit Com- 
mission, a total of $1.6 million annually to the end of 
1988 to assist in the provision of interprovincial transit In August and December 1986, the Commission, with the 
service in the National Capital Region. approval of the Governor in Council, exchanged certain prop- 

erties with the Departments of National Defence and Public 

Works. The properties received were recorded at the carrying 

value of the properties transferred. 


(a) Exchange of Properties 


(ii) The Canada Museums Construction Corporation Inc., 
65% of the cost of landscaping sites for two new 
museums in the National Capital Region. The Commis- 


sion’s commitment is $7.0 million. (b) Construction Costs 
(b) The Province of Quebec has expropriated certain lands at The Commission has permitted another Crown corporation 
Laurier Park on behalf of the Commission. An amount of to undertake major construction projects on certain Commis- 
$1.25 million will be payable to the province in exchange for sion lands. Although the Commission is not responsible for 
appropriate title documents. funding and managing these projects, or reporting their costs, 


it may have title to the construction works. However, in keep- 
ing with the intent of these projects, which includes the even- 
tual transfer of the lands as explained in Note 8, the Com- 
mission is not claiming ownership of the work in progress or 


(c) The Commission has entered into agreements for computing 
services and leases of equipment and office space. Annual 
payments under these agreements are approximately as fol- 


lows: the completed buildings. Accordingly, the value of the con- 
(in struction costs is not included in the records of the Commis- 
eles sion or in its financial statements. 
ce) 
dollars) 8. Subsequent Events 
The Commission is in process of transferring certain lands to a 
TO STES 8 eesti erring tent eer hia lakes ner ae ee 3,032 federal government department. The estimated cost of these lands 
N98 828 9 eer eater eer nets crcl ea tn Seneca hes ahaa ae AR 2,541 is $11.8 million. The financial statements of the Commission as at 
NOS 929 Oa errs eerste ee sty: ee, 2,553 March 31, 1987 do not include this pending transaction because 
1.99 OE ON aerate ee. etree hee ee et, wot ine Caren - e2138) A the authority necessary to effect the transfer has not yet been 
10,264 obtained. 


9. Comparative Figures 


6. Contingencies : ae es 
8 Certain comparative figures have been reclassified to conform 


(a) Claims to the current presentation. 


Claims and potential claims have or may be made against the 
Commission totalling approximately $25.7 million for alleged 
damages and other matters. The final outcome of these 
claims is not determinable and accordingly these items are 
not reflected in the accounts. However, in the opinion of 
management, the position of the Commission is defensible. 
Settlements, if any, resulting from the resolution of these 
claims will be accounted for in the year in which the settle- 
ments occur. 


(b) Agreement with the Province of Ontario 


In 1961, the Commission entered into an agreement whereby 
the Province of Ontario established and maintains 2,654 hec- 
tares (6,557 acres) of forest. When the agreement expires in 
2011, or is terminated, the Commission will reimburse the 
Province for the excess of expenses over revenues, or the 
Province will pay the Commission the excess of revenues over 
expenditures. At March 31, 1986, cumulative expenditures 
exceeded cumulative receipts by $1.0 million, and are not ref- 
lected in the accounts of the Commission. 
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SUMMARY PAGE 


NORTHERN CANADA POWER COMMISSION 


MANDATE 


To plan, construct and operate, on a self-sustaining basis, public utilities in the Northwest Territories and, subject tc 
approval of the Governor in Council, elsewhere in Canada. 


BACKGROUND 


Since incorporation in 1948, NCPC has acquired or installed power generation and distribution facilities in Yukor 
and the Northwest Territories. The federal government is presently pursuing options for the control of the 
Commission’s operations to be transferred to the governments of the Territories. To this end, with the authority of th 
Northern Canada Power Commission Yukon Assets Disposal Authorization Act (S.C. 1987, C. 9), the assets anc 
operations of the Commission in Yukon were sold on March 31, 1987 to the Yukon Power Corporation, a subsidiary 
of the Yukon Development Corporation, a corporation created by an ordinance of the Yukon Territorial Government 


CORPORATION DATA 


HEAD OFFICE 7909 - 51st Avenue 
P.O. Box 5700 
Station L 
Edmonton, Alberta 
T6C 4J8 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable William H. McKnight, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
YEAR AND MEANS OF 1948; by the Northwest Territories Power Commission Act 
INCORPORATION (amended as Northern Canada Power Commission Act (R.S.C. 
1970, N-21)) 
CHAIRMAN AND John W. Beaver 


CHIEF EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 


(restated) 
At the end of the year 
PP ORGIES ASSOUS F040. oe He ah oie dt eet oe Ce ee an eee ea | 142.9 268.7 PS i ees 270.4 
Obligations to Ine Drvate SeCltOR =. ba eg ee nil nil nil nil 
Obi aations. (oO Canadasr. 1, eee hy Men nee Sy Cnet 10333 236.9 241.0 249.9 
IQUILY- Of CANACA pierre irc She ea Rie Se eta 24.9 9.5 14.8 8.9 
Cash from Canada in the period 
AOU CLARN YE Cult l(c net Nee tase ue ee cea eee aCe ea cee kr nil nil nil negl. 


eat TCDD = (VAS CRIS EV ae hat Sel atcha pe ees Cesta ect ee 11.6 3.9 5.0 20.1,net 
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NORTHERN CANADA POWER COMMISSION 
AUDITOR’S REPORT 


TO THE MINISTER OF INDIAN AFFAIRS AND NORTHERN DEVELOP- 
MENT 


I have examined the balance sheet of Northern Canada Power Com- 
mission as at March 31, 1987 and the statements of operations, 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Northern 
Canada Power Commission Act, and the by-laws of the Commission. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 4, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 
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ASSETS 1987 1986 


Property and equipment 
iintservice(INOter4) Remar en ene ce ren ere ee 99,599 221,226 
Projectsiundericonstruction eee 10 176 


99,609 221,402 


Current 
Gashianditermidepositsse..) een ee a) ee ee NSS SARs 
Accounts receivable 
Wtilitiessce eer cue er eee en ae ha ee ae 13,673 14,282 
Othenets:,a crete see ee Lh See ere ee Ee Ae ae 1,008 771 
Inventories 
PuelandilubricantS 0c mecca ne ere 10,095 11,570 
Other/supplics pecs eee ae ee ee 2-655], 2,982 


43,310 47,323 


142,919 268,725 


LIABILITIES 1987 1986 


Long-term 
Loansifromi@anadai(Notes) acne tere ee 


Deferred credit 


96,129 224,839 


Contributions aidioficonstructionsaesee ee een 4,065 4,230 
Current 
Due to Canada 
Overdue principal and related interest... 9,583 
Current portion of long-term loans ..............0..::cccce. 7,130 10,214 
Accounts paya blexevmeren mone crete ea eer ren ars WSIS) 8,288 
Employee leave and termination benefits ...........00.0.00........ 3,098 1,843 
Gontractorssnold backs rte eee eee ee 196 189 


Le SOT 
117,973 259,186 


EQUITY OF CANADA 


Contributed surplus—Divestiture of operations (Notes 


3(a) and :3(C))ere-ceecen cor Led eee Se. Gee wet read, Re a tee = 1,319 
Contingzencysresenve: (INOLC.S) memento eee ene ene 10,000 5,635 
Retainedicarningseerme ante eee ee eee renee 13,627 3,904 

24,946 9,539 


142,919 268,725 


Approved by the Commission: 


J.W. BEAVER 
Chairman and Chief Executive Officer 


J. H. ROBERTSON 
Member 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 
Revenues 
Sale Of Power. tryna ome gee ee eerie tra erence epee 90,776 
Salerofihea ti. (kei celeste tere ea neem es ite. me tre 6,840 
Oe ree ea Se yee ro nee iat aa ae ea ar ee 1,597 
99,213 
Expenses 
@perations and maintenance te eee eee 59,498 
Depreciation etre. tee. Sich ccc inet at ee ST 
Engineering and general administration (Note 6) ............... 8,221 
79,296 
Income fromioperationse sme er ene ere ee nee eee 19,917 
ImeCrestRGIN OfG4])) erent ete en renin re reece eer eens Mp SPA 
ossibefore extraordinary itemise seers ce 2,604 
Extraordinary item (Notes 3(a) and 3(C)) 0.0.0... 15319 
INetloss; forthe veatancmnce mi ee ene er ree een 1,285 
STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 
1987 
Atibeginningiohithesycare.cs.ct secret ee ene ne 3,904 
INetiossiforthe sycamore ener temic ene eae rons 1,285 
2,619 


Deficit related to Yukon operations written off (Note 3(a))... 16,692 
Transfer to contributed surplus—Divestiture of operations 


(GNotese3 (al randts (C))\i eee en eet nr he eRe, (1,319) 
shransferito;contin gencysresenvers eee er ee (4,365) 
SINC CIOMUN GAY CAN terre ene re ters are tenet er eae 13,627 


1986 


80,457 
6,825 
1,482 


88,764 


54,577 
11,070 
6,854 


72,501 
16,263 
21,524 

5,261 


5,261 


1986 


9,165 
5,261 


3,904 


3,904 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


1987 1986 


Operating activities 
Reportednet’loss.4nsck. incon paee & ten cies eae eee eed 
Items not requiring an outlay of cash 


Depreciation scccterren che eetevssecoec tae eee ice eae ere 11,577 11,070 
Overdue intéerestB9 RN. RNa eR, Pee 2 5,469 7,762 
Extraordinary item (Notes 3(a) and 3(c))........ccecee (1,319) 
Decrease (increase) in trade balances ............0.ccccseccesecetes 701 (1,896) 
Decrease (increase) in inventories net of transfer to the 
Yukon Territory on devolution (Note 3(a))..........:.0005 1,454 (931) 
Funds provided by operating activities ........0..ccccceeeeeneee 16,597 10,744 
Investing activities 
Expenditures for property and equipment................c0cce: (13,013) (4,040) 
Disposal of property and equipment .......0......ceeee 63 847 
Net funds used in investing activities .........0..0.00:c:ccteeeeeeee (12,950) (3,193) 
Financing activities 
RONG aCeL i Ce OULCUIRETIIE Users reassert eeecrene verre tar aero (17,088) (8,015) 


Beng-terny toanshrom* Canada) ccc. .cecs cee eree ieee 
INetshundsused In financingractiviticssc mites eee ennan rs 
Non-cash activities related to the devolution of operations in 

the Yukon Territory 


Disposaliof assétst- sane ere eee eee 95,000 


Reductionioflong-tenm\deb tre. sacnae ete serene (95,000) 


ING GmnOn= Casha ClLVICheSies wes caren cern arene enn ee eee 


INGtIMCKeASE1(GECrEASE) iii h LNTNC S yeseere meter aetna te eee ere 
Funds at beginning of the year (cash and term deposits) ........ 


Rundsiatiend: of thesyearern eee eee eee 


17,718 
15,877 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objective 


(1,285) (5,261) 


11,600 3,900 
(5,488) (4,115) 


(1,841) 3,436 
14,282 
17,718 


The Northern Canada Power Commission is a Crown corpora- 
tion named in Schedule C, Part I, to the Financial Administration 
Act and operates under the Northern Canada Power Commission 
Act. The Commission is exempt from income tax. 

The objective of the Commission is to provide utility services on 
a self-sustaining basis in the Northwest Territories, the Yukon 
Territory and, with the approval of the Governor in Council, else- 
where in Canada. As explained in Note 3, under the authority of 
the Northern Canada Power Commission Yukon Assets Disposal 
Authorization Act effective March 31, 1987, the Commission’s 
business activities in the Yukon Territory were transferred to the 
Yukon Power Corporation, owned by the Government of the 
Yukon Territory. 


. Accounting policies 


These financial statements have been prepared by management 
in accordance with generally accepted accounting principles con- 
sidered to be appropriate in the circumstances and applied on a 
basis consistent with that of the preceding year. A summary of the 
significant accounting policies of the Commission is as follows: 


Property and equipment 


Property and equipment, including that donated to the Com- 
mission by Canada and others, are carried at cost less 
accumulated depreciation. Costs of additions, betterments and 
major renewals are capitalized. In addition to direct costs of goods 
and services, capital project costs include interest at prevailing 
rates on loan funds used to finance construction during the con: 
struction period and a share of engineering and general adminis- 
tration expense which is directly attributable to the projects. 
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For normal retirements, the cost of property and equipment 
retired less disposal proceeds is charged or credited to 
accumulated depreciation with no gain or loss being reflected in 
operations. Gains or losses on disposal of property and equipment 
resulting from exceptional circumstances are reflected in the 
results of operations for the year. 


Depreciation 


Depreciation of property and equipment, financed by loans 
from Canada, and in service prior to March 31, 1977, excluding 
the Head Office building, is calculated as an amount equivalent to 
the principal portion of the repayment of the associated loan. The 
loans are being repaid by the annuity method over the estimated 
economic life of the assets. Property and equipment, financed by 
loans from Canada and in service subsequent to March 31, 1977, 
the Head Office building, property and equipment purchased 
from internally generated funds, and donated plants and exten- 
sions, are depreciated on the straight-line method. 


Depreciation rates for the various classes of assets are based on 
their estimated economic lives, which for the principal classes of 
assets are: 


Hydroelectric plants 30 - 50 years 
Diesel engines and associated equipment 10 - 15 years 
Fuel storage equipment 20 years 
Buildings 20 - 30 years 
Heating systems 20 years 
Transmission and distribution systems 20 - 30 years 
Office and general equipment 5 - 15 years 
Motor vehicles 4 years 


Deferred credit 


Deferred credit represents contributions from Canada and oth- 
ers to aid the construction and acquisition of property and equip- 
ment, and is amortized over the estimated economic lives of the 
respective donated property and equipment. 


Inventories 


Inventories are valued at average cost. Provision is made for 
any decline in value of slow-moving inventory. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these payments is recorded in the accounts 
as the benefits accrue to the employees. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Commission. These contributions represent the total liability of 
the Commission and are recognized in the accounts on a current 
basis. 


Grants in lieu of taxes 


Grants in lieu of taxes are based on estimated municipal assess- 
ments adjusted in accordance with the Municipal Grants Act. 
Grants are paid after the amounts have been audited by the 
Municipal Grants Division of Public Works Canada. 


. Devolution 


On November 5, 1985, the Minister of Indian Affairs and 
Northern Development agreed to a Memorandum of Understand- 
ing with the territorial ministers representing the Governments of 
the Northwest Territories and the Yukon Territory, to transfer 
Northern Canada Power Commission to the territorial govern- 
ments. 


(a) Yukon Territory 


The Northern Canada Power Commission Yukon Assets Dis- 
posal Authorization Act came into effect on March 31, 1987 
and provides that the Commission’s business operations 
related to the Yukon Territory be transferred to the Yukon 
Power Corporation, owned by the Government of the Yukon 
Territory. In exchange for the fixed assets and related parts 
inventory, the consideration was $95,000,000, which amount 
was applied against the debts and obligations of the Commis- 
sion due to the Government of Canada in relation to the 
Commission’s business operations in the Yukon Territory. 
The application of the financial terms of the Act has created 
an extraordinary gain as follows: 


(in thou- 

sands of 

dollars) 
Long-term debt and interest forgiven and written off....... 46,358 
Loss on the transfer of fixed assets.................:c:cccseesreeecereeee (27,938) 
Loss on transfer of related parts inventory ............0......5. (346) 
Write-off of accumulated’deficityy pire. t tee cree cee (16,692) 
Extraordinary gain on the devolution of Yukon opera- 


tions. Jatiees <i bet pelle JOE TPE Re eee 1,382 


The gain is recognized on the statement of income as an 
extraordinary item, and on the balance sheet an equivalent 
amount is credited to contributed surplus—Divestiture of 
operations. 


(b) Northwest Territories 


— 


The terms and conditions of divestiture to the Government of 
the Northwest Territories had not been determined at the 
time of preparation of these financial statements. 


(c) Field, B.C. 
Order in Council PC 1987—7/955 of May 7, 1987 authorizes 
the Commission to sell the assets of Field, B.C. rate zone. 
The net book value of these assets as at March 31, 1987 has 
been written down by $63,000 to reflect the accepted bid 
price of $61,000. An agreement of sale was not signed at the 
time of preparation of these financial statements. 


4. Property and equipment in service 


1987 1986 
(in thousands of 
dollars) 

Blectricipower plantSmn creer cere cr cer geese 124,883 245,984 
Transmission and distribution systems ...............0:0008 25,832 43,724 
Other utilities... RO ee ee 3,687 3,687 
Staffkaccommodatione cs ssew cere eer eee eeners 3,430 3,891 
Warehouses, motor vehicles and general facilities....... 7,415 8,223 
165,247 305,509 

Lessaaccumulated Geprecia tion centre ae 65,648 84,283 


99599) 221,226 


. Loans from Canada 


The Commission receives funds for capital expenditures by way 
of interest-bearing loans from Canada. Interest at prevailing rates 
is accrued during the course of construction of a project and 
added to the amount borrowed. The total loan, including accrued 
interest is repaid on terms and conditions as approved by Gover- 
nor in Council. 

In 1979, the Commission received a working capital loan of 
$7,500,000 which was repaid on March 31, 1987. 

At March 31, 1987, loans for capital expenditures carried inter- 
est at rates ranging from 4.125% to 15.625% with a weighted 
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average interest rate of 9.234% (1986—10.168%). Borrowings 
during the year were at an average interest rate of 9.15% (1986— 
10.5%). 


Loans from Canada mature as follows: 


(in 
thousands 
of 
dollars) 

LOSSES: L8 See Ae ee TA OU CL Te 7,130 
1989. teesy Uy: SON) ee re eee, Sertoli 2" eae reenen 7,254 
1990)5. te thot ts ton etree Reet cut Dc eccoe ed ere aed 6,964 
Koh Re eee et ee ee en ee er fe ee eee 7,132 
| Pailin eae ok Sin ie 8 es tell SA aly) Sa URS eat tates ie Taide EAD 6,554 
199322024 Se Aerts teed Bie net cakes Sea okt i fee 68,225 

103,259 
esse Current pOrel OM eee erase kee recreg: it rreuatre ce ee 7,130 


96,129 


. Engineering and general administration expense 


Engineering and general administration expense is net of 
$344,000 (1986—$287,000) allocated to capital projects. 


7. Interest 
1987 1986 
(in thousands 
of dollars) 
Interest on long-term loans from Canada ....................0.. 25,057 23,699 
Income from term deposits and receivables .................... PESVIS 9 PANTS 
22,521 21,524 
8. Contingency reserve 


Order in Council PC 1980-1989 of July 24, 1980, authorizes 
the Commission to establish a contingency reserve which is not to 
exceed $10 million. The contingency reserve is non-funded. 


. Commitments 


At March 31, 1987, the estimated committed cost to complete 
capital projects is approximately $797,000 (1986—$8,373,000). 


. Segmentation 


The Commission operates predominantly as one industry, that 
being the generation and distribution of electric power. Most 
expenses are directly attributable to the geographic rate zones, 
and common expenses are allocated among the rate zones. Iden- 
tifiable assets are those assets that are used in the operation of 
each rate zone. Corporate assets are primarily the property in 
Edmonton, cash and term deposits. 


1987 1986 
(in thousands 
of dollars) 
Revenues 
INonthwestul erritOries)2.0.-2cse recente 79,148 74,965 
UK ON SHOITICORY src eve aaee voce cree Mime eee ee pe 19,709 13,281 
1 Gi Tat Co lial bh Gl ae eee ee aera nee, A 356 518 
99,213 88,764 
Net income (loss) 
INOTEDWESEaCEEILOUICS oc orate aan reek ca eed 3,720 4,354 
IS KON ME COCILOLY wetear ct che ee ead cement kerr (6,361) (9,751) 
HiGldN BR NOwe tt oc eco tere 37 136 
(2,604) (5,261) 


1a 


Retained earnings 


INOSthwest Territories ee ee eee ee 13,123 13,800 
YUKON GEL ri tOr yt re see et ee ee (10,331) 
Fields: Cote esi yg es cst oo toe gee ee 504 435 
13,627 3,904 
Identifiable assets 
Northwest Lerritories +. ee ee eee 122,628 127,601 
Y ukon Merritory Peeters. She he eee ee 2,477 121,685 
Fields BiC. 2 tes oh kG Arie cece ce ln: 130 176 
Gorporaten. gach can erect ied cee or an ec et 17,684 19,263 
142,919 268,725 
Long-term debt including current portion 
Northwest Territories eciz:. actess-c. ee ea 102,248 104,240 
Yukonglertory Gace ee ee eter eee eee 122,129 
Bield .B iG tacos Aeon it ee hee Mie tes oa eee 
Corporate siya te erg iced sce ene 1,011 8,684 
103,259 235,053 
Depreciation expense 
INorthwestelennitoniesier er ae coteee 7,763 7,185 
Yukon herritoryenn ake Se eee 3,683 3,759 
Field;“B: Cen. tee ee ee 19 13 
Corpora te acca csiesatesceee os ones esoe se 112 113 
11577 11,070 
Capital expenditures 
INorthwestiLernitontess accor eee 5,437 3,454 
Yukon Territory :sces sas: seats our eae ee 7,210 523 
Field 1B: Coe oe eer ra nrcec tute eer ae eee eee ae 52 
CODON ALC errata eee errata ae en re eee 314 63 
13,013 4,040 


Related party transactions 


In addition to the transactions described in Notes 3, 5 and 7, 
the Commission has significant transactions with the Government 
of Canada and its agencies, as well as with territorial and munic- 
ipal governments of the Northwest Territories and the Yukon 
Territory. These transactions and resulting balances comprise: 


1987 1986 
(in thousands 
of dollars) 
Saleofipowerand' heat nsme er eee 43,869 43,957 
Purchase ofa telat re nee conn Aer eee 9,088 8,956 
Contributions to the Public Service Superannuation 
Planners Seeks PR est eee Me 742 Fiat! 
Treasury bills and accrued interest ..........0..cccccececeeeeeeeee 14,494 10,212 
ACCoUNtsineceiva bles tees. eaeee st eee her ieee erent 7,338 4,845 
Accounts payable tettcn ew awiendt seri: iene RI 1 959n 525203 


Furthermore, the Commission receives audit and legal services 
without charge from the Office of the Auditor General of Canada 
and the Department of Justice of Canada. 
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SUMMARY PAGE 


PACIFIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer, in the interests of safety, an efficient pilotage service within 
designated waters in and around British Columbia. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 300-1199 West Hastings Street 
Vancouver, British Columbia 
V6E 4G9 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1972; pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52). 


OF INCORPORATION 


CHAIRMAN AND CHIEF Morris Fellis 
EXECUTIVE OFFICER (ACTING) 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1986 1985 1984 1983 

At the end of the year 

TOUALTASSOUS er rere See rst ness Reece anta 4.4 5.0 4.4 4.5 

Obligationsito, the private SectOn ee get tence aera eeen- nil nil nil nil 

Obligations to: Cama a vcex. werner cee reg ec cee tees negl. 0.1 0.1 0.1 

Equity OP Canada i) Spenser tenance Sanne eg er eae ens 20 2.8 2.6 2.5 
Cash from Canada for the year 

Eom DIG DCUALY foreseen te sayi thie ne sorts acess ce eet eae etna Orne eee nil nil nil nil 


Se TOT DUO DCCALY fobs ets oe seta sane satacboay eat araeneed 7 nil nil nil nil 
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PACIFIC PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Pacific Pilotage Authority as 
at December 31, 1986 and the statements of operations, retained earn- 
ings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations and the by-laws of the Authority. 


Kenneth M. Dye, F.C.A. 

Auditor General of Canada 
Ottawa, Canada 
February 5, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES 1986 1985 


Current Current 
Cash and short-term deposits ...............0000+- Ears cero Bosca 1,289 1,499 Accounts payable and accrued liabilities .....0..0.0...ccceeeeee 1,294 1,608 
ACCOUNTS RECELVA DIL Gk eee recat urre ee Ses eee ee Ces 2233) 2508 Obligations under capital lease (Note 4) oo... 27 26 
Prepalcyex penscsme se po ween chr aa eee ee 25 29 1,321 1,634 
3,547 4,036 Long-term 
Property anGseq U1 Miers (UN OUCiS)) rae tet tener cere ear eee 840 927 Accrued employee termination benefits...0.00..0.0.00.000cee 427 443 
Obligations under capital lease (Note 4)... 30 Sit) 
457 500 
1,778 2,134 
EQUITY OF CANADA 
Contributedicapitallee, ers. eens ee a ees Pens: ose 806 806 
Retamedicarnin asters se tery corte cn eek tee eee eee 1,803 2,023 
2,609 2,829 
4,387 4,963 4,387 4,963 


Approved by the Authority: 


R. A. HUBBER-RICHARD 
Chairman 


M. FELLIS 
Member 


PUBLIC ACCOUNTS, 1986-87 


PACIFIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 


1985 
Revenues 
Pilotagechar peso 2. fics eee 23,187 21,859 
InterestranglothersincOme pemes: wee eee eee ae 134 90 
23,321 21,949 
Expenses 
Contractipilotskeesers ace ease eer ee eee 16,300 15,041 
Operatingicostsioispilot boats ts eee reece 2,454 2,347 
jranspontationiandstray.cl memerese cts ee erence ree nn ee 2,193 1,912 
Stafuisalaricsrandibenelitsemees se sere te eee eee 1,080 1,017 
Pilotsysalaniesiand benefitsee eee eee eee eee ee 711 638 
Depreciation rnc cy asec rt aac Son ieee ene gente 169 175 
Reenitalsiereear te erate Otc teeter nent tees emt reset 160 137 
Protessionaliandispecialiservicese serine eer eee 158 126 
GComputerjsoftwarecosts: tec... weenie ne Geen eee eet. 109 125 
COMMUNICATIONS Gee ety eee ne oes en ee ee ne 94 77 
Utilities, materials and supplies ......... Honsstescnncesasunsntencnadece ace 86 99 
Repairsrandimaintenan Cems sree ne seer ererereece renee a 20 28 
InteresGonicapitalilease meets pretence ere rrr een 6 6 
OUD Erect rere atts co ane Mes Re mone Serer eres 1 12 
23,541 21,740 
INcisincomien(OSs)stOnnuhe ny Ca terre eee eee (220) 209 
STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 
1986 1985 
Appropriated 
Balance at beginning and end of the year... eee 500 500 
Unappropriated ' 
Balanceatibesinningromthe ycate steer nen eee eee 1eS23 314 
INetuncomie (OSS) Onthesy Calimesa era ee eee (220) 209 
Balanceatiendiofithenyearesmecm errant eer 110 ee es) 
1,803 2,023 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 
1986 1985 
Operating activities 
INetincome(l0ss) forthelyearew ee een ere ee (220) 209 
Items not affecting cash 
Depreciattonieeecea recere ere cree ee eer ee ee 169 175 
Employeeitenmination|Denetitse cen cr setae neater (16) 27 
Loss on sale of property and equipment..................:eee 1] 
Increase (decrease) in operating components of working 
CAD tel ee Neal eae Seca eaatess ede cketig on cdv onsen pened eae cneeaaeen (34) 423 
Cash provided by (required for) operating activities............... (101) 845 
Investing activities 
Additions to property and equipment .............cccceeenereteeee (82) (125) 
Financing activities 
Decrease in long-term obligations under capital lease ............ (27) (26) 
Increasel(Gecrease) Iinicashso ne eee eee eee (210) 694 
Cash and short-term deposits at beginning of the year............... 1,499 805 
Cash and short-term deposits at end of the year 1,289 1,499 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Nature of activities 


The Pacific Pilotage Authority was established on February 1, 
1972 pursuant to the Pilotage Act. The objectives of the Author- 
ity are to establish, operate, maintain and administer a safe and 
efficient pilotage service within designated Canadian waters. The 
Act further provides that the tariffs of pilotage charges shall be 
fair and reasonable and consistent with providing a revenue, 
together with any revenue from other sources, sufficient to permit 
the Authority to operate on a self-sustaining financial basis. 

Pilotage services on the Fraser River are provided by employee 
pilots and in other coastal waters under a contract with a local 
association of licensed pilots. 

The Authority is not subject to any income taxes. 


. Significant accounting policies 


Capital leases 


Under the terms of certain lease agreements the Authority 
assumes the rights and obligations of ownership. These leases are 
treated as capital leases. An asset and an obligation are recorded 
at an amount equal to the market value of the asset at the begin- 
ning of the lease. The obligation is reduced each year by the prin- 
cipal portion of the lease payments and the interest portion is 
charged to expense. 


Depreciation 


Depreciation of property and equipment is calculated on a 
straight-line basis and is based on the estimated useful lives of the 
assets as follows: 


Buildings 20 years 
Pilot boats 20 years 
Equipment 5 and 10 years 
Leasehold improvements 15 years 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these payments is recorded in the accounts 
as the benefits accrue to the employees. 


Contributed capital 


Amounts representing the values assigned to property and 
equipment transferred from Canada in 1972 and the cost of any 
property and equipment financed from parliamentary appropria- 
tions are shown as contributed capital. 


Retained earnings 


Amounts are appropriated from time to time by the Authority 
to provide for extraordinary costs arising from renewal or acquisi- 
tion of fixed assets and for contingencies. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Authority. These contributions represent the total liability of the 
Authority and are recognized in the accounts on a current basis. 
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PACIFIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


3. Property and equipment 


1986 1985 
(in thousands 
of dollars) 

Buildingsn.crcetedies- Ree aan gest geeks ee ay 40 40 
Pilot-bOa tS ite osu. acs eae ence oat tat ar eowcannacs 1,142 1,142 
Equipments, eee) ketr ek perenne tee estar tek eet sets: 800 718 
Beasehold'improvements mest eete cette cce. teen teeta 31 129 
2,013 2,029 

Accumulated'depreciatiomrer.. ene te etre ears TAS eelO2 


840 927 


The above assets include property and equipment under capital 
leases at a total value of $276,000 (1985—$276,000) less 
accumulated depreciation of $193,000 (1985—$179,000). 


4. Obligations under capital lease 


1986 1985 
(in thousands 
of dollars) 
Total minimum payments under 
8% lease agreement with Canada for pilot boat, due 
April 1988, payable in blended annual payments of 
S32 OOO erecta ons ese rated cris ene asec sora Ree eee 64 97 
ANTMOUNtre presenting interes tease. cysts einai ete seh ene ener (7) (14) 
Balancesofithe obligationse) 223 neve care ctreteeerscncseys 57 83 
Gurrentiportion esc ce eee eee eee et ee (27) (26) 
Long-term portion 


Pee Ree Create Teton Ts sean etan er eerste 30 57 


Upon maturity of the lease, the Authority has the option to pur- 
chase the pilot boat for $1. 


5. Commitments 


The Authority has a long-term lease obligation for office 
accommodation aggregating $1,002,560 for the period to Decem- 
ber 31, 1999 at a base annual rent of $77,120. The obligation also 
calls for pro-rata share of operating costs estimated at $41,000 for 
1987. 

The Authority has an operating lease agreement for the services 
of a manned pilot boat with a guaranteed annual rental of 
$58,000 to 1990, plus operating expenses. There is an option to 
purchase the boat, at any time, at a price to be determined when 
the option is exercised. 
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SUMMARY PAGE 


PETRO-CANADA 


MANDATE 


To explore for, research, develop, produce and distribute hydrocarbons and other types of fuel and energy, and to 
engage or invest in ventures related thereto. 


BACKGROUND 


After 11 years of operation the corporation employs 9,156 people and has $8.1 billion in total assets. Its growth was 
principally from its acquisition, in succession, of Atlantic Richfield, Pacific Petroleums, Petrofina, BP Canada and 
Gulf Canada rights and other assets but, as well, major new investments have been made by the corporation in 
frontier drilling. It is a significant share-owner in the promising Hibernia and Terra Nova offshore fields and is a 
participant in Beaufort Sea and in Venture (Nova Scotia) fields, and in the Syncrude tar-sands operation. 


CORPORATION DATA 
HEAD OFFICE 1000, 407 - 2nd Street, S.W. 
P.O. Box 2844 
Calgary, Alberta 
T2P 3E3 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS 1975; by the Petro-Canada Act (S.C. 1975, C. 61). 


OF INCORPORATION 


CHAIRMAN AND CHIEF Wilbert H. Hopper 
EXECUTIVE OFFICER 


AUDITOR Arthur Andersen & Co. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1986 1985 1984 1983 
(restated ) 
At the end of the year 

Total Assets iiss ercic hie es eee eee, MR dan 8,139 8,846 8,966 8,239 
Oodtigations.to theiprivate sector eae ere eee ase 1,740 2,045 1,469 1,583 
Oblivations to‘ Ganadan.t ea eat er ea ee nil nil nil nil 
Bauity or Canadas ee Siig 3,642 4,479 4,010 

Cash from Canada in the year 
Me vem DUC Petar y... eetar seek se ont eee ne renee te epee tse he nil (50)* nil nil 
== Non: Dud getaryiesi mera cole re ee aero at enn nil nil 425 642 


| * Dividend to Canada 


286 


PETRO-CANADA 


MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL 
STATEMENTS 


The financial statements have been prepared by management in 
accordance with generally accepted accounting principles appropriate 
in the circumstances. Management is responsible for the other infor- 
mation in the Annual Report, which is consistent, where applicable, 
with that contained in the financial statements. Management is also 
responsible for installing and maintaining a system of internal control 
to provide reasonable assurance that reliable financial information is 
produced. The Corporation has an internal audit department whose 
functions include reviewing the system of internal control to ensure 
that it is adequate and functioning properly. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 
of the Board, a majority of which is composed of directors who are not 
employees of the Corporation. The committee meets with manage- 
ment, the internal auditors and the external auditors to satisfy itself 
that responsibilities are properly discharged and to review the financial 
statements. 


The external auditors conduct an independent examination, in 
accordance with generally accepted auditing standards, and express 
their opinion on the financial statements. Their examination includes a 
review and evaluation of the Corporation’s system of internal control 
and appropriate tests and procedures to provide reasonable assurance 
that the financial statements are presented fairly. The external audi- 
tors have full and free access to the Audit Committee of the Board. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1986 


(in millions of dollars) 
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AUDITORS’ REPORT 


TO THE HONOURABLE MARCEL MASSE, P.C., M.P. 
MINISTER 

ENERGY, MINES AND RESOURCES CANADA 
HOUSE OF COMMONS 


We have examined the consolidated balance sheet of Petro-Canada 
(incorporated by Special Act of the Parliament of Canada) as at 
December 31, 1986 and the related consolidated statements of earn- 
ings, retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1986 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied, except for the change (with which we concur) in full 
cost accounting as explained in Note 2 to the consolidated financial 
statements, on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration and its consolidated wholly-owned subsidiaries that have 


‘come to our notice in the course of our examination of the consolidated 


financial statements of Petro-Canada were, in all significant respects, 
in accordance with the Financial Administration Act and the regula- 
tions thereto, the charter and by-laws of the Corporation and its con- 
solidated wholly-owned subsidiaries and any directives given to the 
Corporation. 


Arthur Andersen & Co. 
Chartered Accountants 


Calgary, Canada 
February 17, 1987 


i ——————————————————— 
aa 


ASSETS 1986 1985 


Current Assets 


ACCOUNTS TECCIVA DIE soe amie cope reece ts cass onmeere esas svadscesseaxs 874 1,307 
Inventories:(INOlG 4) eccmssce tls erke ce renee ance eae coee coerce 553 1,110 
Incomeitaxesirecovera DIC. cies cis on aries eee ren cxsenenn ca ksvereaeronty 20 10 
DepositStand: prepardiex pense. cere stecrcrenecee teense coer es 35 33 
1,482 2,460 

Anvestiments: CINOLE:S) cosas ccs oe cnccenccomnme te eee ceentans deeteeeacepumerennenees 356 291 
Property, Plant and Equipment, net (Note 6)... 6,223 6,030 
Beterred:: Charges (INO 7) cecccc ccceeecoseestt eo eceeeeaet aac 78 65_ 
8,139 8,846 


LIABILITIES AND SHAREHOLDER'’S EQUITY 1986 1985 


Current Liabilities 


@uistandinp chequesiless:casns serra eee terse 88 22 
Accounts payable and accrued liabilities 0.000000... 933 —-1,489 
Gurrent portion-of long-term GeD tern cer nsse cee eres 13 20 
Short-terminotes pava Diem cree cortse cates ceeanree eee ae 532 
1,034 2,063 

Long-term Liabilities........00000.... BEE A ck Rees atte ee TaN 69 198 
ong-tenny Debt (NOte)8)jec. 7c. ete erent een 805 269 
Advances on Future Natural Gas Deliveries...............0.:::cc1000 129 146 
Deferredit Income; Waxes: 0, uccccc xemee eee nee rere 1,469 1,304 
Redeemable Preferred Shares (Note 9)...........::c1cessncsssccscesceeatene 922 1,224 
@apitaly(INOte NO) seo ers: cede etecescereepersceteceanestenceesrase-rererton om 4,161 4,161 
DCH CIO er ccsesass cosa sieeve eee ene te tee ee ne gee (450) (519) 
3,711 3,642 

8,139 8,846 


Approved on behalf of the Board: 


W.H. HOPPER 
Director 


W. McBURNEY ELLIOTT 
Director 
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PETRO-CANADA—Continued 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in millions of dollars) 


1986 
Revenue 
Operating 'k.ex feat ieent ee. Sore On. Peo te heen ake Sad ees 5,089 
Investment and.othermincome xa. eres ee eee eee 83 
5,172 
Expenses 
Crude olliandiproductipurchasesc we. ceasceer ears 2,405 
Marketing, general and administrative............0.0.0.0:cccceeee 787 
Broducing and ireriming ce eencom ee tmenet ee eee eee eee cemereeerrs 576 
Taxes other than income taxes (Note 11) .........cecceenee 512 
Depreciation, depletion and amortization ..........0.......ccc 394 
Interesteontlong=termdebte. veri... 2240 tin. eer en ee stteees teers 36 
Othéninteresbaeere es. nee to. eee Se 31 
4,741 
Earningsibefore undernoted items .cc1 oer tneeterereres 431 
Provision for income taxes (Note 12) 
Deferred sacs ton eco are soe Sess oat coencacsedasices umes meter mersetentee 165 
Gurrentyeere eee ere eat arene ere See eee ene eee 84 
249 
182 
IMINORILVAINtCT CS tres rcc ieee neces crecc ccceere te eases Cree Neen oar ocemes eens 
Earnings before unusual items and dividends on redeemable 
preferred SNALres csc nee ea ee rere certaseven serene ees 182 
Wrusual Items: (Note U3) ier terete tes cree cemeteries 
Net Earnings (Loss) before dividends on redeemable preferred 
STAT CS ee erence re ern eee cer ee eee renee 182 
Dividends on redeemable preferred shares 
(NGtEID) eee ns SiR oN at Meme ta tane zoe, See eam: 59 
Net Earnings (Loss) after dividends on redeemable preferred 
SHARCS eee nc ceetee ae meee yates Meee veces sa inca Resa cacao eae 123 


1985 


5,300 
81 
5,381 


2,901 
552 
553 
428 
410 

24 


4,868 
513 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1986 
(in millions of dollars) 


1986 

Retained Earnings (Deficit) at Beginning of Year.................... (519) 
Net earnings (loss) before dividends on redeemable preferred 

TE ie ae a ean a me PU rr alo ON A ee 182 

Dividends—Redeemable preferred shares.............0.0.0::ccccces (59) 
== Gommonsharese. seemiite eek eee eee rare 
Exchange adjustment on redemption of redeemable preferred 

shares Or toes Che Se ee ee ee (54) 
iiransferromicontributedisunplus x... ccs a ee 

Retained Earnings (Deficit) at End of Year... (450) 


1985 


(519) 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in millions of dollars) 
1986 1985 
Internally Generated Cash 
Working capital provided from operations (Note 14)............. 728 870 
Proceeds from sale of property, plant and equipment ............. 59 64 
Advances on future natural gas deliveries ................c:cceee (17) (28) 
Internally generated cash from operations .............0..cccee 770 906 
Decrease in operating working capital (Note 15) ....0.0.00.0... 406 16 
1,176 922 
Investment Activities 
Acquisition of Gulf Canada Limited assets (Note 3).............. 301 714 
Expenditures on property, plant and equipment ..................... 614 ~=1,059 
Petroleum Incentive Program grants .............::cccccceeseeeeeeeee (166) (349) 
Increaseunidelerred chances merece eeer eter terre settee 24 4 
Increase (decrease) in investments, Met .............--:ce:ceeeceneeeeeees 57 (330) 
Decrease in minority interest in subsidiaries .........0.0....0.000 296 
830 1,394 
Financing Activities and Dividends 
Proceeds from issue of long-term debt ..........0...0:::ccceteees 556 165 
Increase (decrease) in short-term notes payable, net .............. (532) 32) 
Redemption of redeemable preferred shares .................0000-. (356) (105) 
Dividends —Redeemable preferred shares..............0:c:0se (59) (78) 
PC OMMONM SHALES fo eee ee ee ee (50) 
Reductionof long-termidebteseacen. cr en ween (21) (47) 
(412) 417 
Decreasentn: Gas hire strc corne.teteer acer eee etter erence cores (66) (55) 
Cashi(Deficiency) vat Beginning Of Yeat orc. ccsce cates (22) 33 
Gashi(Deficirency) a End Ofavcater aren eer eteece a (88) (22) 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1986 
(in millions of dollars) 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(e) 


Basis of Consolidation 


The consolidated financial statements include the accounts of 
Petro-Canada, an agent of Her Majesty in right of Canada, 
and of all subsidiary companies (“‘the Corporation”) except 
Canertech Inc., which is excluded for the reason described in 
Note 5. 


The excess of the consideration paid for the shares of subsidi- 
aries over the underlying net book values at the dates of 
acquisition is attributed to the related assets acquired and is 
amortized over the life of these assets. 


Inventories 


Inventories are stated at the lower of cost and net realizable 
value. 


Investments 


The Corporation accounts for investments in companies over 
which it has significant influence on the equity method. 
Other long-term investments are accounted for on the cost 
method. 


Property, Plant and Equipment 


The Corporation accounts for its investment in oil and gas 
properties on the full cost method whereby all costs relating 
to the exploration for and development of oil and gas reserves 
are capitalized. Such costs include those related to lease 
acquisitions, geological and geophysical activities, lease rent- 
als on non-producing properties, drilling both productive and 
non-productive wells and overhead related to exploration and 
development. Separate cost centres have been established for 
each country in which the Corporation has an interest in oil 
and gas properties. The Corporation applies a “ceiling test”, 
to each of its producing oil and gas cost centres, to ensure 
that such costs do not exceed the estimated future net reve- 
nues from production of proven reserves, at prices and oper- 
ating costs in effect at the balance sheet date, together with 
the unimpaired costs of certain projects in Canadian frontier 
areas and of unevaluated properties. In addition a con- 
solidated ceiling test provides for future administrative over- 
head, financing costs and income taxes. 


Costs are accumulated separately for the Syncrude Project, 
producing in situ and other oil sands leases. Over-burden 
removal costs relating to oil sands which will be mined in 
future years are deferred and are charged to earnings when 
the related oil sands are mined. 


Substantially all of the Corporation’s exploration and pro- 
duction activities are conducted jointly with others. Only the 
Corporation’s proportionate interest in such activities is ref- 
lected in the financial statements. 


The interest cost of debt attributable to the construction of 
major new facilities is capitalized during the construction 
period. 


Depreciation, Depletion and Amortization 


Costs incurred in producing oil and gas cost centres, other 
than unimpaired costs of certain projects in Canadian fron- 
tier areas and of unevaluated properties, and costs incurred 
on the Syncrude Project and producing in situ oil sands leases 
are depreciated or depleted separately on the unit of produc- 
tion method based on estimated proven recoverable oil and 
gas reserves before royalties. For purposes of calculating 
depreciation and depletion, natural gas production and 
reserves are converted to equivalent units of crude oil based 
on the relative energy content of each commodity. 


(f) 


(g) 


(h) 
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Costs incurred in non-producing oil and gas cost centres and 
other oil sands leases are subject to review for impairment. 
Any impairment is charged to earnings. When exploration 
proves to be successful, and economic viability has been 
established, the unimpaired balance is depleted on the unit of 
production method when production commences. 


Depreciation of other plan and equipment is provided on 
either the unit of production method or the straight line 
method as appropriate. Straight line depreciation rates are 
based on the estimated service life of the related asset. 


Income Taxes 


The Corporation makes full provision for income taxes 
deferred as the result of claiming depreciation, exploration, 
development and other costs for income tax purposes which 
differ from the related amounts charged to expense. 


Translation of Foreign Currency 


Current assets, except inventories and prepaid expenses, cur- 
rent liabilities and long-term debt are translated at rates of 
exchange in effect at the balance sheet date. Long-term 
assets, inventories, prepaid expenses, deferred income taxes 
and redeemable preferred shares are translated at rates of 
exchange in effect at the respective transaction dates. Reve- 
nue and expense items are translated at the average rates of 
exchange in effect during the year, except for depreciation, 
depletion and amortization, which reflect rates of exchange 
in effect when the assets were acquired. 


The resulting exchange gains or losses are included in earn- 
ings, except for unrealized exchange gains or losses arising on 
translation of long-term debt, which are deferred and amor- 
tized over the remaining term of the debt. 


Foreign operations are integrated with the Corporation’s 
other activities and are translated in the above-described 
manner. 


Pension Plans 


Costs of pension benefits for current services of employees 
are funded and are charged to earnings as they accrue. Costs 
arising from amendments to pension plans which relate to 
services of employees in prior years and experience deficien- 
cies are funded in accordance with applicable pension legisla- 
tion and charged to earnings over periods not exceeding fif- 
teen years. 


. Full Cost Accounting 


Effective January 1, 1986 the Corporation modified prospec- 
tively its full cost accounting for oil and gas properties in accord- 
ance with the Canadian Institute of Chartered Accountants’ 
Accounting Guideline “Full Cost Accounting in the Oil and Gas 
Industry” (Note | (d) and (e)). The effect of this change has been 
to increase 1986 earnings before unusual items and dividends on 
redeemable preferred shares by $17 million. 


. Acquisition of Gulf Canada Limited Assets 


Pursuant to a 1985 agreement, the Corporation agreed to 
acquire certain refining and marketing assets from Gulf Canada 
Limited. In 1985, assets were acquired for $714 million and, 
effective April 1, 1986, the remaining assets, consisting mainly of 
the Edmonton refinery, were acquired for a further $301 million. 


The net assets acquired in 1986, at attributed values, consist of: 


Property; plant-and equipment. .2:7-0.00003- nee eee 29 
InVestimentsy: satires oni eee aerate nae sen ee 1 
Net working capital cn cce sree re een nce tn eee, 9 

301 


} 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


4. Inventories 


1986 1985 
Crude oil, refined products and merchandise...................... 498 1,044 
Matentalsrandisupplicsrrces snr ere ee oes aceon 55 66 
post ello 
. Investments 

1986 1985 

At equity 
Westcoast Transmission Company Limited.................... 177 181 
Petno-@anad as@en terse sores esc ae, eaniecs ast sveseecces 84 24 
Sed pexy ln Gopeee cere terre nace scape eas ear see reieesanaetar cece 31 23 
Othe reeset eee Ae sees tena Sere eeteoss eee, 17 12 

At cost 

Mortgages and other investments. ........-.....:.c0cteeeees 47 51 
356 291 


Westcoast Transmission Company Limited (“Westcoast’’) 


At December 31, 1986, the Corporation held 30.8% of the out- 
standing common shares of Westcoast. 

Westcoast is a regulated utility and is subject to regulatory 
directives which may change the components of the cost of ser- 
vice. Changes resulting from such directives do not have a direct 
effect on net earnings due to rate of return on rate base consider- 
ations which are also taken into account in the regulatory process. 

At December 31, 1986, the quoted market value of the Corpo- 
ration’s investment in Westcoast was $165 million (1985 — $228 
million). 

Petro-Canada Centre 

At December 31, 1986, the Corporation held 50% of a joint 
venture which owns Petro-Canada Centre, an office complex in 
Calgary. The Corporation has entered into a long-term lease for 
use of a portion of the complex and has guaranteed $232 million 
of long-term debt related to the facility. 


Sedpex Inc. 


At December 31, 1986, the Corporation held 50% of the out- 
standing common shares of Sedpex Inc., a company which owns a 
semi-submersible drilling vesse his vessel is under lease to the 
Corporation. 


Canertech Inc. (““Canertech’’) 


The accounts of Canertech, a wholly owned subsidiary com- 
pany, have been excluded from consolidation because a formal 
plan exists to dispose of the investment in the subsidiary. In 
response to a directive by the Government of Canada, the Corpo- 
ration incorporated Canertech in 1981 to develop alternate energy 
sources. At that time the Government indicated its intention of 
purchasing the Corporation’s investment at cost and establishing 
Canertech as an independent Crown corporation. During 1984 the 
Government directed the Corporation to bring about the dissolu- 
tion of Canertech. The Corporation is proceeding with the 
implementation of this directive. The Corporation’s investment in 
Canertech is carried in the accounts at its original cost of one dol- 
lar. 
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. Property, Plant and Equipment 
1986 1985 
Accumulated 
Depreciation, 
Depletion and 
Natural resources 
Oil and gas 
Canada suet 5,045 1,788 B25 3,307 
Foreign 
—Producing................ 64 39 25 34 
—Non-producing ....... 99 80 19 22 
Oil sands 
Syncrude Project........ 667 113 554 526 
Producing in situ ........ 99 8 91 80 
Other oil sands............ 203 203 
Natural gas liquids........ 204 69 135 143 
Other eee eee 108 719 29 38 
6,489 2,379 4,110 4,150 
Refined oil products....... 2,341 366 1,975 1,737 
Other property, plant 
and equipment............ 253 115 138 143 
9,083 2,860 6,223 6,030 


*Cost is net of related Petroleum Incentive Program grants and investment 
tax credits. 


At December 31, 1986, $3,103 million of Canada oil and gas 
net costs were subject to depreciation and depletion. 


7. Deferred Charges 


1986 1985 
At cost 
Oil sands overburden removal CoStS.............::cete 43 44 
Less portion related to oil sands to be mined within one 11 14 
Sorts Ac Leediaidas echt aR hes cok tas eean AsSrbe b eacre mens LEo 
32 30 
At amortized cost 
Deferred financing COSts ...........:.:cccdceseseeseeeeeesttenereree teense 16 4 
Translation adjustment on long-term debt..............:..:00 1] 20 
Othe rere eee eee eee ee eee Pans an Picea ee ea 19 11 
78 65 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


8. Long-term Debt 
Maturity 1986 1985 
In Canadian dollars 
8.25% unsecured notes.............. 1993 14 14 
5.5% unsecured notes................ 7 
Other sce eae ei ela ee ee 1987 1 1 
In United States dollars 
7.25% unsecured debentures 
(UES S$ 200imillion) eee 1996 276 
8.25% unsecured debentures 
(UES S200 anil lion) pee ee 2016 276 
LIBOR less 0.8% unsecured 
notes 
(USSS125 million). 1995 173 175 
9% unsecured notes 
(CULS]$38imillion eee 1996 52 58 
7.75% unsecured notes 
(W.S2S14imillion)-e ne 1993 19 19 
8.45% unsecured notes 
(WSSSS.million) 2s 1987 Ul 14 
Other ees oe ce 1 
818 289 
Hess CULLEN Es POKLIONE =e 13 20 
805 269 


Repayment of long-term debt 


The minimum repayment of long-term debt in each of the next 
five years is as follows: 


1987 xeric cee.ce ee ee RR eI AE PUR BE 13 million 
{Lees Ae eee eer ee ee ee eee) Sees ae, Cee Sols eee 8 million 
CT) on ester erie Meee er lee ai eet PORTS Delt ae 8 million 
BBS he 0 i sae ie a Be ME REE es eg Ra prime ED. 8 million 
IE lei aaleiee Bo 5. Ae cir Racal id cn fea Bc 8 million 


. Redeemable Preferred Shares 


The redeemable preferred shares, which were issued by a sub- 
sidiary to a group of Canadian chartered banks, are floating rate, 
cumulative, and non-voting. Cumulative dividends, payable quar- 
terly, are, at the option of the subsidiary, based on a percentage of 
either the United States Base Rates or the London Inter-Bank 
Offered Rates of the banks. At December 31, 1986, the dividend 
rate was approximately 3.5% per annum. The shares are redeem- 
able, at the option of the subsidiary, at one hundred dollars U.S. 
per share, plus accrued dividends. In 1986 the subsidiary exer- 
cised its option to redeem 850,000 shares (1985—750,000 shares) 
for a consideration of U.S. $85 million (1985 — U.S. $75 million 
and repurchased 1,728,000 shares for a consideration of U.S. 
$172 million. At December 31, 1986, 7,872,000 shares were out- 
standing. 

Under the terms of an agreement between the banks and the 
Corporation, in the event that the subsidiary does not exercise its 
option to redeem the shares over a seven-year period ending 
December 31, 1993, or in the event of certain other occurrences 
under the provisions of the agreement, the banks have the option 
to require the Corporation to purchase the shares at one hundred 
dollars U.S. per share, plus accrued dividends. These annual 
options increase from U.S. $78 million to U.S. $139 million over 
the remaining period. 
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. Capital 


Authorized 


(a) 71,188 common shares with a par value of one hundred thou- 
sand dollars each, and 


(b) Preferred shares issued to the Government of Canada pro- 
vided that the amount of such shares together with any loans 
received, and outstanding, from the Consolidated Revenue 
Fund of the Government of Canada is not in excess of one 
billion dollars. 


Issued (to the Government of Canada) 


Number of 
Shares Consideration 
Common Shares 
Balance at beginning of year .................... 31,883 3,188 
Preferred Shares 
Balance at beginning and end of year...... 972,771,853 973 
Total Capital at End of Year............0....0... 4,161 


The preferred shares have a par value of one dollar each, are 
redeemable at par at the option of the Corporation, carry no 
stated rate of dividend and are non-cumulative. 


. Taxes Other than Income Taxes 


1986 1985 

ederallsalesttaxcc.0-9.cestantstesceet tite nes tere tee: See 411 249 
Petroleum and Gas Revenue Tax ...0.....chsicuse cee leesescee 38 124 
Othe ferxectirt ces oe eee ea ee Me ee RN ee eee eee 63 55 
512 428 


. Income Taxes 


The provision for income taxes of $249 million (1985 — $341 
million) represents an effective rate of 57.8% (1985 — 66.5%) on 
earnings before income taxes of $431 million (1985 — $513 mil- 
lion). The computation of the provision, which requires adjust- 
ment to earnings before income taxes for non-taxable and non- 
allowable items, is as follows: 


1986 1985 
Earningsiperore income takes meee san meee 431 513 
Add (deduct) 
Royalties and other payments to provincial govern- 
IYIGIN CSW See onc EE Fg Ee IES «x 1 SO ANT 9) 169 307 
Federal allowances 
Resourcerallowance #:5..1. 502325. da pea bet ee, (127) (260) 
phaxide pletion. Meet cicarotee acre eas ee (39) (21) 
Inventocyea LOW ANC aie na ee tee ee (5) (30) 
Petroleum and Gas Revenue Tax ..............cccccccceeses rc 38 124 
Non-deductible depreciation, depletion and amortiza- 
TONER eee et ert eee ee ee ere ee ee, 81 95 
INOn-taxable gains: <2 ee ee ek, ee (21) (1) 
Equity in earnings of affiliates.....00.00000000.0.. ft 2h. (18) (22) 
Other tern dere Ot. he aheername oft baie tn: (3) 3 
Earnings as adjusted before income taxes ...................0:0000.. 506 708 
Canadian Federal income tax at 47.8% (1985—46.9%) 

applied to earnings as adjusted 20.0.0... cccecceeeceeeeeeees 242 332 
Provincial and other income taxes, net of federal abate- 

NRVC EM ieee acne en evades. Caters CaP ee her ton eee oe 12 16 
Provincialincome tax*rebatesinnrtne te ee (5) (7) 


Provision ion incomle:taxes een ee eee 249 341 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


13% 


ie 


Unusual Items 


The unusual items charged to earnings in 1985 consisted 
mainly of asset write-downs associated with Canadian frontier oil 
and gas properties, process development costs and oil sands prop- 
erties. 


. Working Capital Provided from Operations 


1986 1985 

Earnings before unusual items and dividends on redeem- 

AbleMprelennCishaNcCS tetas ae neers enn 182 174 
Add (deduct) 

Depreciation, depletion and amortization .........0.0.0.0.... 394 410 

Deferrediincomestaxesa...0 0s. t,t te eee? 165 296 

Equity earnings, net of dividends received...................... (7) 

Other Saree tenictac tht duns al ha, Sere! eee (13) (3) 


728 870 


. Changes in Components of Operating Working Capital 


The increase (decrease) in operating working capital consists 
of: 


1986 1985 
FA CCOUNTSIRE CEIV AD Careers eet e etre meter eure nee meee eres (433) 470 
INV entOriesm eee tere ere ene eerie co cekte ary uses mere eee (557) 264 
Incomeitaxes necovera Diem awe .f-x: ks fete cence na ee 10 (13) 
Depositsrand prepaldrexPenSe See trent r tere ttre tenner 2 12 
Accounts payable and accrued liabilities .....0.0.0.0... ee. 556 (681) 
Operating working capital acquired from Gulf Canada 

[eiMICECACING ETS) ere ere eee cone nya eenee mane (9) (293) 

Accruals relating to 1985 unusual items, and other ........... 25 225 

(406) (16) 


Operating working capital is comprised of working capital other 
than cash, short-term notes payable and current portion of long- 
term debt. 


. Pension Plans 


Based on the most recent actuarial valuations of the Corpora- 
tion’s pension plans, at December 31, 1986 all accrued and vested 
benefits were fully funded. The actuarial projections of 
employees’ compensation to time of retirement indicate that there 
was a present value obligation of $36 million (1985—$67 million) 
for pension benefits relating to plan amendments and experience 
deficiencies. This amount is being funded in accordance with the 
applicable pension legislation. 


Material Transactions with Related Parties 


Transactions with the Government of Canada and its agencies 
are in the normal course of business and are therefore on the same 
terms as those accorded to non-related parties. 


291 


18. Segmented Information 


The Corporation operates in two business segments: 


Natural resources, comprising exploration, development, pro- 
duction, transportation and marketing activities for crude oil, 
natural gas, field liquids, sulphur and oil sands; and extraction of 
liquids from natural gas. 


Refined oil products, comprising purchase and sale of crude oil, 
refining crude oil into oil products and distribution and marketing 
of these and other purchased products. 


Financial information by business segment is presented in the 
following table as though each segment were a separate business 
entity. Inter-segment transfers of products, which are accounted 
for at market value, are eliminated on consolidation. Corporate 
and other includes investment income, interest expense and unal- 
located general corporate revenues and expenditures. Corporate 
and other assets are principally cash and short-term deposits, 
investments in other companies and general corporate assets. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


Natural Resources Refined Oil Products Corporate and Other Consolidated 
1986 1985 1986 1985 1986 1985 1986 1985 
Revenue 
Sales to customers and other revenues............ 546 976 4,588 4,350 38 55 syle 5,381 
INTCL-SCE MENSA LES etree ete ene ney ce 534 660 OT RSet Fee eer 
Segment Revenue cree ee en eee 1,080 1,636 4,588 4,350 38 55 
Earnings 
Operating earnings before depreciation, 
depletion and amortization ..........0......c08 470 888 365 51 57 10 892 949 
Depreciation, depletion and amortization ...... (245) (299) (141) (107) (8) (4) (394) (410) 
In teres tees aks = ee RE ran (67) (24) (67) (24) 
Provision for inCOME taXES .............cs0cserceeee (168) (392) (109) 34 28 17 (249) (341) 
Earnings (Loss) before Unusual Items and 
Dividends on Redeemable Preferred Shares .. 57 197 115 (22) 10 (1) 182 174 
Capital Expenditures 
Capital expenditures on property, plant and 
equipment*, deferred charges and invest- 
ITIETUSs ee eer ees ee een genet oer a, 319 520 118 168 92 (172) $29 $16 
Acquisitions including minority interests ....... 301 1,010 301 1,010 
319 $20 419 1,178 92 (172) 830 1,526 
MLOtaASSCts ieee ree ee re ee enn eet 4,392 4,510 33222 3,890 525 446 8,139 8,846 
CapitalEmplovedcres scene ee ee 4,102 4,107 2,698 2,995 305 (319) 7,105 6,783 


* After deduction of related Petroleum Program grants and investment tax 
credits. 


19. Comparative Figures 


Certain reclassifications have been made to the 1985 compara- 
tive figures to conform with the current year’s presentation. 


20. Commitments and Contingencies 


(a) Commitments 


The Corporation has leased property and equipment under 
various long-term operating leases for periods up to 2008. 
The minimum annual rentals for non-cancellable operating 
leases are estimated at $55 million in 1987, $51 million in 
1988, $48 million in 1989, $42 million in 1990, $37 million in 
1991 and $15 million per year thereafter until 2008. 


(b) Contingencies 


The Corporation is involved in litigation and claims 
associated with normal operations. Management is of the 
opinion that any resulting settlements would not materially 
affect the financial position of the Corporation. 
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APPENDIX 

CANERTECH INC. 

AUDITORS’ REPORT 


TO THE SHAREHOLDER OF CANERTECH INC. 


We have examined the Balance Sheet of Canertech Inc. (a wholly- 
owned subsidiary of Petro-Canada) as at December 31, 1986 and the 
Statements of Loss and Deficit and Changes in Financial Position for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 


In our opinion, these financial statements present fairly the financial 
position of the company as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles, 
applied on a basis consistent with that of the preceding year. 


Burke, Newman & Co. 
Chartered Accountants 
Winnipeg, Canada 
February 13, 1987 


| BALANCE SHEET DECEMBER 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 

Gas hirandstermde posi (Spe weernce eee meses nectar ner cenanee tise Sa) heh WEED 
Due from Energy, Mines and Resources Canada (Note 2)..... 2,250 
Investment in Canertech Conservation INC. ............c:ccceeeee 4,800 

@Otherinvestinents (Notes) acer rene anncce sneer 4,937 1,015 
_Income taxes recoverablei (Note 4)... Sit: meniascecety sere reeere 150 680 


13,220 15,895 
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ee SS = 00803 s>9s950—=O“ 


LIABILITIES AND SHAREHOLDER’S DEFICIT 1986 1985 


Accrual for dissolution costs (Notes 5 and 9) .......... 857 857 
Advances from the Government of Canada (Note 6)........... 29,550 31,800 
Shareholder’s deficit (Note 7) .c..sesee sete cere (17,187) (16,762) 


13220 I5;895 


| 
The accompanying notes are an integral part of this balance sheet. 
| Approved on behalf of the Board: 


_F.B. GRANT 
| Director 


L.A. HIPFNER 
Director 
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STATEMENT OF LOSS AND DEFICIT 
YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 

Equity in loss of Canertech Conservation Inc........0...ccccce 464 341 
Provision for loss on disposition of Canertech Conservation 

Tine Aves ee ees Soe cob MA ere. cae 661 536 
Interest income net of divestiture and management costs ....... (700) 
Net llossiforithe'year Serve cee tre ren et en er teres cihcvaes 425 877 
Deficitibeginnin giotsyeatnrs. cere eee caer: 16,762 15,885 
Deficitvendiofivearecnw tear ae ee eee ee 17,187 16,762 


The accompanying notes are an integral part of this statement. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 


1986 1985 
Cash provided by (used for) operating activities 
INetlossiforthelyeat: emirate seca eta nen tes cere na (425) (877) 
Less: items not affecting cash 
—Equity in loss of Canertech Conservation Inc............... 464 341 
—Provision for loss on disposition of Canertech Conser- 
VALLONIMNG: . 5.<coscs:s ce Pe ee Re Bee 661 536 
= OT Ye) aspera a ae tae ete or SRN PU mR ee ttn ta a RADE (65) 
GCashifromroperationsmete cats oa eens et ete carnanee 635 
Cash provided by (used for) investment activities 
ProcecdsonisalesroninvestinentSmsea ine eee eee meee 743 160 
INGtadvancesitoninvestees se eters etn ee eee eed, (925) (1,416) 
Proceeds onisaleotstixed assesment nner ere ena bits 
Othemassetsme eemer rent contre eto esp etn enn ae ean 39 


(182) (1,042) 


Cash provided by (used for) financing activities 


Income taxes neCOVela DIC were eer ren teres tern ae eee 530 
Acerualton dissolutionicostst:.2 ee eee eae (5,461) 
Obligation undénicapitalilease@esee teres ree ee (103) 
Energy, Mines and Resources Canada ...............0c0cccsceseeeees 160 
530 = (5,404) 
Increase (decrease) in cash and term deposits................0..0.00- 983 (6,446) 
Cash and term deposits, beginning of year........0.0.... cece 7,150 13,596 
Cashianditerm: Geposits, end on yeate mc wee are ener: 8,133 7,150 


The accompanying notes are an integral part of this statement. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


Order-in-Council 


On December 21, 1984, the Government of Canada issued Order-in- 
Council P.C. 1984-4187 which was subsequently replaced by P.C. 
1986-2311 dated October 9, 1986 whereby the parent corporation was 
authorized to bring about the dissolution of Canertech Inc. and to 
replace federal Crown ownership of Canertech Conservation Inc., a 
wholly-owned subsidiary with other ownership. 


1. Significant accounting policy 


Consistent with the terms of the Order-in-Council, these finan- 
cial statements have been prepared on the liquidation basis with 
the exception of the investment in Canertech Conservation Inc. 
Assets have been presented at their estimated net realizable values 
before costs of dissolution. 


Canertech Conservation Inc. is accounted for by the equity 
method, to the time of sale, as management believed that consoli- 
dation of this subsidiary with Canertech Inc. would not have 
resulted in a more informative financial presentation. 


2. Due from Energy, Mines and Resources Canada 


The amount of $2,250,000 arose from the corporation’s partici- 
pation in the Societe Biosyn (Reg’d) joint venture. Prior to the 
above mentioned Order-in-Council of December 21, 1984, the 
corporation was to be reimbursed for these amounts by Energy, 
Mines and Resources Canada. It is anticipated that the ultimate 
settlement of these amounts will require the direction of the Trea- 
sury Board of the Government of Canada and will involve a set- 
off against the advances from the Government of Canada. The 
corporation has recorded this set-off in these financial statements. 


3. Other investments 


As a result of the disposition of the corporation’s investment in 
Canertech Conservation Inc., the corporation acquired a non- 
interest bearing debenture receivable in the amount of 
$6,500,000. The first payment of $500,000 is due January 2, 1988 
and the balance is due in 48 monthly payments of $125,000 com- 
mencing November 1, 1988. 

This agreement contains an adjustment clause based on the 
realizability of certain contracts having a total value of $1.6 mil- 
lion. Management’s estimate of the potential loss in this regard is 
$400,000 and accordingly this amount has been accrued in these 
financial statements. 

The corporation holds a minority interest in Valera Electronics 
Inc. together with several loans receivable acquired as a result of 
the disposition of other investments. These investments are 
recorded at estimated net realizable values before costs of disposi- 
tion. Included in other investments are certain notes receivable of 
which approximately $300,000 is due in 1987. 


4. Income taxes recoverable 


This amount represents the recovery of all income taxes previ- 
ously paid by the corporation together with the benefit of certain 
Investment Tax Credits. 

The benefits resulting from any future income tax reductions 
have not been recorded in these financial statements. 


5. Accrual for dissolution costs 


The accrual for dissolution costs represents management’s 
anticipation of the costs to complete the disposition of assets and 
the settlement of liabilities. Should the corporation not conclude 
the disposition of investments as currently contemplated by man- 
agement, additional costs may be incurred. 
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PETRO-CANADA—Concluded 
APPENDIX—Concluded 
CANERTECH INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


6. Advances from the Government of Canada 


The advances are without requirement for interest or repay- 
ment. Management anticipates that the corporation will be unable 
to repay the obligation in its entirety and the Government of 
Canada will absorb the company’s deficit upon dissolution. The 
corporation has reduced these advances by the $2,250,000 due 
from Energy, Mines and Resources Canada. 


7. Share capital 
| Authorized—An unlimited number of common shares 
Issued and fully paid—1 common share for $1 


8. Contingencies 


The corporation is a defendant in legal actions amounting to 
approximately $77 million. Management and legal counsel are of 
the opinion that the actions are without foundation and accord- 
ingly, no provision for such claims has been made in the accounts 
of the company. 


9. Related party transaction 


| The parent company has provided management services to the 
| corporation in the amount of $124,551 in 1986 ($150,000 in 
1985). The amounts of the costs which remain unpaid as at 
December 31, 1986 and 1985 are $49,877 and $150,000 respec- 
tively. 


10. Prior years financial statements 


| Certain reclassification were made to the 1985 comparative fig- 
| ures to conform with the 1986 financial statement presentation. 
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SUMMARY PAGE 


PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 


MANDATE 


To assist oil-importing developing countries to exploit their own hydrocarbon resources; to provide development 
assistance directly to Third World countries; and to be available as an executing agent for other institutions such as 
the World Bank. 


BACKGROUND 


The first meeting of the board of directors took place January 25, 1982. Since then, the corporation has been active in 
several countries, applying Canadian technology and expertise with Canadian official development assistance funding 
in the search for hydrocarbons and in related studies, and in providing technical assistance and personnel training to 
those countries. This is a non-profit, government-funded organization. By Order in Council P.C. 985-2957, pursuant 
to s. 97(2) of the FAA, the corporation was directed to report on its affairs as if it is a parent Crown corporation. 


CORPORATION DATA 


HEAD OFFICE Constitution Square 
Suite 1601 
360 Albert Street 
Ottawa, Ontario 
K1R 7X7 
STATUS —not in any schedule of the Financial Administration Act 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS 1981; under the Canada Business Corporations Act. 


OF INCORPORATION 


CHAIRMAN AND CHIEF Peter M. Towe 
EXECUTIVE OFFICER 


AUDITOR Arthur Andersen & Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 | 
At the end of the year | 


CPO EAIEA Reet e cdr hn ohn ch i ete heer ha eee LC eae 8.9 132 as 5-2 

Obligations :ta‘the private sector....dccc suse cites nil nil nil nil 

Obliga thons te anaday itch ore Sete git enn cae. nil 5.1 2.8 nil 

EUW ORE ATT cs toc ewe catenin ee NH 0 negl. negl. negl. negl. 
Cash from Canada in the year 

SP CIE ae eat a tec a ne Ont 2 eae ey 23:5 20.3 ia by 39.0 

SOM OMG SOLAN ics 2 Ge Ut hee ye Rete a oe) ee nil nil nil nil 


*Additional funding for activity supporting CIDA Pakistan projects was received via CIDA (in 1986, $10.5 million; 
in 1985, $17.1 million). 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 
AUDITORS’ REPORT 


TO THE SHAREHOLDER 


We have examined the balance sheet of Petro-Canada International 
Assistance Corporation (a wholly-owned subsidiary of Petro-Canada) 
as at December 31, 1986 and the related statements of operations and 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Arthur Andersen & Co. 
Chartered Accountants 


Calgary, Canada 
February 17, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES AND SHAREHOLDER’S 1986 1985 
$ $ EQUITY $ $ 
Current Assets 
Cash and short-term deposits ..............0:c0c:eees 22,322 10,702,106 Current Liabilities 
Accounts receivable ................ BOL RRC eae EN 2,546,319 Due to affiliated company, Petro-Canada Inc. ... 8,776,657 7,896,657 
Excess of total expenditures over parliamentary Incomestaxes payabletsreenwe ce eecce cere 137,047 247,858 
appropriations receivedia ax cena. tne cers: 8,891,383 8,913,704 8,144,515 
Excess of parliamentary appropriations received 
OVETLOLA EX PENGICU LCS meena ar enen neem esr 5,103,909 
SHAREHOLDER’S EQUITY 
Shareicapitali(Note.4)ieeeem etre ret ere l 1 
8,913,705 13,248,425 8,913,705 13,248,425 
Approved on behalf of the Board: 
iP. M. TOWE 
‘Director 


M. CATLEY-CARLSON 
‘Director 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION—Concluded 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


4. Share capital 


1986 1985 ; 
rar era at rea Authorized 
Project expenditures (Note $) scccse:causscensece 46,252,352 34,103,200 Common shares—Unlimited 
Expenses Issued 
Generalandiadministratives:25.- sis eee 2,424,470 1,469,354 : ; 
Interest inCOME, NEt ...ccccccccececessssssssssseeeessssesssvven (1,246,910) (995,696) One common share for a cash consideration of one dollar. 
CUITENEINCOME taxes eee een ee 630,222 509,315 5. Project expenditures 
photaltexPendilines oe en ee een ener 48,060,134 35,086,173 : : : sf le! 
Parliamentary appropriations received during Project expenditures consist of the following: 
theiyeari(INoteé:s roe eee ae 34,064,842 37,429,233 
i by (13,995,292) 2,343,060 1986 1985 
xcess of parliamentary appropriations received 
over total expenditures at beginning of year..... 5,103,909 2,760,849 $ $ 
Excess of total expenditures (over) under parlia- Africa 
mentary appropriations received at end of Kenya ean cee es tn 3. | rae Oe A 9,692,668 4,155,393 
Oath aR: ama I SS 2 cme AEN ASO A MR ne te (8,891,383) 5,103,909 Ghana— Phase Ise. ce ese eee 4,279,347 
sas bball ae ee OR Re ae ee ied ge eC oo (anzania=—Phasesl lice mien ee 3,368,629 71,280 
Madagascar treere chen. cectee eee eas ee 3,205,526 
Morocco——Phase, ile ee <3 eee 2,620,410 
Ghana cee ence Non eee ener 1,103,601 2,302,724 
STATEMENT OF CHANGES IN FINANCIAL POSITION Morocco eter ete er ee 872,171 390,000 
FOR THE YEAR ENDED DECEMBER 31, 1986 Gambianver. nese ee ee eee 93,966 203,902 
Bots wa ace eee eee 62,295 
Guinea oo... cee ee eR 39,293 618,861 — 
1986 1985 Tanzanian. tect ee ote ces tee eee ee 22,899 1345 
SSS TT SA ee rn ee Rees (2,115) (420,103) 
Morocco)s pecialiProjectsenncns: eee (679) 16,523 | 
Sources of cash ; 25,358,011 7,339,925 __ 
Parliamentary appropriations RECElVeCineate 34,064,842 37,429,233 Asia ee a 
Degas eauncregsc iy accountsy eceny abe 4 Gee 21) 86,312 ees 227) Pakistanwstcule, wa Mae scsi eee 11,162,188 17,213,660 | 
36,611,161 34,893,311 Philippines—Phase II ...........ccccccccsccsssseseeee 2,738,953 628,276 
Use of cash RE Marfan este haste ie ote opr 292,354 723,810 
EXPenditUres .......ceseccsrrrsseeresinnseerecerennsenseen 48,060,134 35,086,173 Philippines -cceoccesensccies.<. fe 93,640 86,269 
Increase in accounts payable 0.0.0.0... (769,189) (7,398,079) Nepalices JRO, emcnnilis ot otomedies 92,531 
47,290,945 27,688,094 Burmiiaennccy es eee cee cro marae (71,008) 1,769,016 | 
(Decrease) increase in cash and short-term Srilanka. eee eee) vos cs (11,343) 177,153 
ME POSliSuee homers ote niet Eee eee ener (10,679,784) 7,205,217 14,297,315 20,598,184 | 
Cash and short-term deposits at beginning of Western hemisphere 4 3) | 2: ne 
VOT reer eet hte eek Seah eee ete 10,702,106 3,496,889 CosimRicat ee. ee ee 2,846,695 
Cash and short-term deposits at end of year ... 22,322 10,702,106 Gol Gin Dias ppm eee tee care seveeecrsanccsos saucers: 995,714 271,709 | 
Barbados-—Phasewl leaner: 383,067 2,434,556 | 
Jamaica—=Phase: Net eet acess ecsusnes 218,474 2:557;978 
Barbados——Phaseuiliaremmrcccm tan tees 28,894 104,418 
Hatites. see tte oe tek OR ah eee RN 22,128 (8,646) | 
NOTES TO FINANCIAL STATEMENTS Jamaica——Phasei ei centre ern eine e ene 7,078 131,362 
DECEMBER 31, 1986 GaribbeansRegionioec. ene ee 1,755 96,035 | 
WaMal Cates meen ere Leer ae eee (3,157) (23,472) | 
1. Incorporation Barbados ev rrete can) ee ee ee eee (2,820) (13,870) | 
The Corporation was incorporated in 1981 by Petro-Canada » 4,497,828 __5,550,0707 | 
under the Canada Business Corporations Act asa wholly-owned Technical Assistance Facility ra mese cummin natheeeetaes 1,357,894 352,218 ! 
subsidiary pursuant to directions provided by Order-in-Council Project Development ........-...-ssvsssssesessnsete __ 741,304 262,803 _| 
P.C. 1981-2167 of August 5, 1981. 46,252,352 34,103,200 


2. Operations 


The Corporation’s operations are financed by Parliamentary 6. Comparative figures 


appropriations. An affiliated company, Petro-Canada Inc. The 1985 comparative figures were examined by Peat, Mar- 
(“PCI”), provides technical and administrative services to the wick, Mitchell & Co. whose auditors’ report thereon, dated Feb- 
Corporation at cost. In addition, the Corporation may also borrow ruary 19, 1986, was without qualification. Certain reclassifica- | 
from PCI such funds as it may require from time to time. tions have been made to these comparative figures to conform | 
Advances received from PCI, which cannot exceed $50,000,000 at with the current year’s presentation. 


any time, bear interest at the cost of borrowing to PCI. 
3. Parliamentary appropriations 


In addition to Parliamentary appropriations received pursuant 
to subsection 24.2 of the Petro-Canada Act, a portion of the Cor- 
poration’s expenditures relating to the Pakistan project, amount- 
ing to $10,534,788 (1985—$17,081,233), were financed by Govy- 
ernment funds made available to the Corporation through the 
Canadian International Development Agency. 
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SUMMARY PAGE 


PORT OF QUEBEC CORPORATION 


MANDATE 


Administration, management and control of the Harbour of Quebec and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Port of Quebec Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The port is an important trans-shipment 
point for Canadian grain exports and has recently modernized its two grain elevators which are operated under 
contract by a private firm. The port handled 12.5 million tonnes of cargo in 1986 including 3.1 million tonnes of 
grain, a reduced performance due to a labour dispute that closed the port for more than three months. 


CORPORATION DATA 


HEAD OFFICE 150 Dalhousie Street 
P.O. Box 2268 
Quebec City, Quebec 
G1K 7P7 

STATUS — Schedule C, Part II 


— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 


DEPARTMENT Transport 

YEAR AND MEANS 1984; letters patent of incorporation issued by the Minister of 

OF INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 

SHIEF EXECUTIVE 

OFFICER (ACTING) Louis P. Cormier 

CHAIRMAN Ross Gaudreault 

AUDITOR Thorne Riddell 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


7 months* to 


1986 1985 Dec. 31, 1984 
At year end 
MACALEN SSCtS aiming Uo bd ee ea ee mee Ao tia vdncstanenal cations 65.9 88.0 83.6 
mbligations toithe private sectOnrorean ee Maks: rcsscccnssecesaveccntseceus: coverswanessveonnae nil nil nil 
MIS ALI ONSHO GANA Aiba Metin test ascents end ceaeubnceedn es. ante nil nil nil 
BeCEULILY OL NC ATIACA tt ac sahG toc Me er ee eR en we aie Paget car 61.8 83.5 ional 
Cash from Canada in the period 
MDUCQCLATV Gk tan is Oe. scene meter aoe eine eee MAES. etic: nil nil nil 
MUON OUC SOLA Tia s soaps cos, aac stacedeee haplend vista ucecs Baas canes peanan eae aviursare nil nil nil 


* The corporation began operations on June 1, 1984. 
** Takes no account of special contributions to Canada in 1986 of $21.7 million. 
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PORT OF QUEBEC CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Port of Québec Corpora- 
tion as at December 31, 1986 and the statements of income and deficit 
and changes in financial position for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Port as at December 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come to our notice in the course of our examination 
of the financial statements have been in all significant respects in 
accordance with the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and by-laws of the Corporation. 


Thorne Riddell 

Chartered Accountants 
Québec, Canada 
January 30, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES AND EQUITY OF CANADA 1986 1985 
$ $ $ $ 
Current assets Current liabilities 
CAaShieseccc eee prasad Shs ena ame iste mica pages ents 297,030 275,356 Accounts payable and accrued liabilities.......... 2,050,841 2,486,742 
Investments (Note 1) ee eeSheets 3 eet eta Soe, 12,160,125 33,109,060 Grants in lieu of municipal taxes.............0.00.0. 654,808 502,000 
ACCCOUN(S CCOLV A DIG tein erect trcetret ccm irae ee 1,760,930 3,256,021 Delerred revenucsee eee eee ee 659,865 731,068 
Materialsand supplieSs...27 7.0 na EN caver 68,781 60,373 3.365.514. 3.719.810. 
14,286,866 36,700,810 Long-term oa iia 
Investments (Note 1) oo... tree) ).0;023,600/5 16,597,511 Accrued employee benefits .........c.c0cccccccc cece 737,500 791,000 
Fixed assets (Note 2) ee Seats enact 44,951,490 44,692,982 
EQUITY OF CANADA 
Gontributedscanita lic scree & ccc ecserecvacees sete 107,251,631 107,251,631 
Contribution to Canada (Note 3)... (21,735,000) 
Dei Cite Bars meet an earthed caer (23,757,433) (23,771,138) 
61,759,198 83,480,493 
65,862,212 87,991,303 65,862,212 87,991,303 


On behalf of the Board: 


ROSS GAUDREAULT 
Chairman 


JEAN-MICHEL TESSIER 
General Manager and Chief Executive Officer 
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PORT OF QUEBEC CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 1985 
$ $ 
Beventierrom Operationssn... eres eae ee 7,962,545 9,405,701 
Expenses 
Operating and administrative expenses ........... 7,429,521 7,112,126 
DCDLCCLALION AA Sect tte tes es Loses 1,912,453 1,721,120 
Grants in lieu of municipal taxes........0.0..c..00.. 1,024,639 1,016,136 
10,366,613 9,849,382 
Bossiiromroperations eres. eee eee (2,404,068) (443,681) 
Brest MentaNcomeeeernte eis < teeter 2,417,773 4,250,641 
BRC IMLSTCOIN Cretin ta est. eth oh nk ates ceed oe On Se 13,705 3,806,960 
Deficit at beginning of the year... occa, 23,771,138 27,578,098 
Beiicitatendotithe ycanews= 1. eee 23,757,433 23,771,138 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1985 1984 
$ $ 
Cash provided by (used for) 
Operations 
INGLUNCOM Cmte sn eee me eels sam fae | 13,705 3,806,960 
Items not affecting cash 
Amortization of discount on Canada 
Govemnmentbond Sasa ee eee ere (26,345) (26,345) 
Depreciationieess tert eran ews tetie 1,912,453 1,721,120 
Gain on disposal of fixed assets ...............0000. (105,184) (46,947) 
Accrued employee benefits ................c:.:.0:..-.- (53,500) 51,300 
Changes in non-cash components of working 
Capital Baer tce cone oie i 2 neat ae 1,132,387 2,719,934 
2,873,516 8,226,022 
Investment 
PAGGItIONS towixed assets 2...) (2,178,038) (5,384,700) 
Proceeds on disposal of fixed assets .................. 112,261 49,234 
(2,065,777) (5,335,466) 
Other 
seontnioutionto; Canada). ee en (21,735,000) 
Increase (decrease) in cash position...............0..0... (20,927,261) 2,890,556 
Cash position at beginning of year... cece. 33,384,416 30,493,860 
Cash position at end of year o.......cccceccsccscsesesseseesee 12,457,155 33,384,416 
Represented by 
SERS acer eS Era RN ey oo eRe ee 297,030 275,356 
BAVESTITIONts Mise wera Meri x hy Sees itn nati 12,160,125 33,109,060 


12,457,155 33,384,416 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


General 


The Port of Québec Corporation was incorporated on June 1, 1984, 
under article 6.2(1) of the Canada Ports Corporation Act. 


Summary of significant accounting policies 
(a) Investments 


Investments are direct securities guaranteed by Canada. They are 
presented at amortized cost and the premium or discount is amor- 
tized over the periods to maturity. 
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(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants received from Canada and from third parties 
for capital projects are deducted from the cost of the related 
fixed assets. 

Depreciation is calculated using the straight line method, 
once the asset becomes operational for an entire year, using 
the following annual rates: 


Dredging 2.5-6.7% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-100% 
Office furniture and equipment 20% 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(d) Insurance 


— 


The Port of Québec Corporation assumes all risks with 
respect to compensation claims for occupational injury. Any 
costs arising from these claims are recorded in the accounts 
in the year they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(f) Employee benefits 
Every year the Corporation accounts for estimated liabilities 
relating to severance pay, annual leave, sick leave and over- 
time compensatory leave; these benefits are payable to its 
employees in subsequent years under its collective agree- 
ments or in accordance with its policy. 
. Investments 


Investments, which are direct securities guaranteed by Canada, 
are as follows: 


1986 1985 
Market Market 
Cost value Cost value 
$ $ $ $ 


Current? cence 12,160,125 12,166,576 33,109,060 33,101,895 


Kong-tenmen sn 6,623,856 7,860,139 6,597,511 7,387,483 
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PORT OF QUEBEC CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


2. Fixed assets 


1986 1985 
Accu- 
mulated 
deprecia- 
Cost tion Net Net 
$ $ $ $ 
| LEA 0 basset baat adn ceerhs 11,043,597 11,043,597 11,043,597 
Dred gingers 4,561,341 3,895,186 666,155 694,216 
Berthing structures.. 22,636,930 15,867,910 6,769,020 6,704,977 
Buildings 33,600,707 12,836,618 20,764,089 16,570,175 
Wtiliticswetre eee es 3,427,705 1,876,360 1,551,345 1,649,523 
Roads and surfaces . 5,848,340 2,833,369 3,014,971 3,373,861 
Machinery and 
equipment) cn... 499,355 384,448 114,907 138,802 


Office furniture and 


equipment ............ 443,006 232,517 210,489 168,750 


Projects under con- 


SCHuCctioniese ee 816,917 816,917 4,349,081 
82,877,898 37,926,408 44,951,490 44,692,982 


As at December 31, 1986, contractual obligations for the com- 
pletion, construction and purchase of fixed assets are estimated at 
$39,000, most of which will be expended in the year ending 


December 31, 1987. 


3. Contribution to Canada 


The Government of Canada has requested cash contributions 
from various Crown Corporations. As part of this cash recovery 
exercise, there was a request for a contribution of $133,000,000 
from Canada Ports Corporation and the six local port corpora- 


tions. 


The Corporation’s share amounted to $21,735,000 and has been 


recorded as contribution to Canada in the equity of Canada. 


4. Contingencies 


Claims aggregating approximately $2,660,000 have been 
received by the Corporation in respect of lawsuits, warranties, col- 
lective agreements, damages allegedly suffered on Corporation 
property and various other matters in dispute. These amounts are 
not recorded in the financial statements. In the Corporation’s 
view, its position is defensible and these claims should not result in 


any material financial liability. 


5. Operations 


The operations of the Corporation have been reduced due to a 
lock-out by the Association des Employeurs Maritimes on Sep- 


tember 15, 1986. Operations resumed on February 6, 1987. 
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SUMMARY PAGE 


PRINCE RUPERT PORT CORPORATION 
MANDATE 


Administration, management and control of the Prince Rupert Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Prince Rupert Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create 
local port corporations at the major ports and harbours previously under the centralized administration of the 
National Harbours Board and, since February 1983, the Canada Ports Corporation. The port recently completed 
development of a new site on Ridley Island. A modern, high-efficiency grain elevator and coal shipment terminal 
which was constructed by private interests went into service at this site in 1984. In 1986, 10.7 million tonnes of cargo 
was handled, 6.7 million tonnes of which was coal. 


CORPORATION DATA 


HEAD OFFICE 110 Third Avenue, West 
Prince Rupert, British Columbia 
V8J 1K8 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1984; letters patent of incorporation issued by the Minister of 
OF INCORPORATION Transport, pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE R.W. Tytaneck 
OFFICER 
CHAIRMAN A.T. Sheppard 
AUDITOR Thorne Ernst & Whinney. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


7 months to 
1986 1985 Dec. 31, 1984 

At the end of the year 

ECT Y yy Vor 6] Co ocean es eS, ba hi) cr ean a 80.7 SZ 79.6 

> bligationsrro due. Private SeClOL ....anmaeeneese eens ores. ee eer eee nil nil nil 

Sblreations to Canada ®t ee ee reer ees 75.4 76.6 76.6 

feaityrOf Canad ag vii o5 casudciksciaae nee ee OS Me Se ME i oo (6.4) (7.8) (10.0) 
Cash from Canada in the period 

Pe DUCS CLARA cinch. de cock ats atateabens romeo ee eet ce Mh en ene ee nil 0.3 (1.3) 

met NON=DUC CCLALY us... rsctees gecacc nee ene ae ee ele nil nil nil 


*Includes $48.3 million conditional obligation; excludes $11.0 million in accrued interest owed to Canada. 


** Takes no account of special contributions to Canada in 1986 of $2.5 million. 
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PRINCE RUPERT PORT CORPORATION 
AUDITORS’ REPORT 


THE HONOURABLE JOHN C. CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Prince Rupert Port Cor- 
poration as at December 31, 1986 and the statements of income and 
deficit and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and Regulations, the Canada 
Ports Corporation Act, and the Letters Patent and By-laws of the Cor- 
poration. 


Thorne Ernst & Whinney 
Chartered Accountants 
Vancouver, Canada 
February 5, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ee _ 
ee SSS 790 gO,—000°>0>00O0Ns=>$qo0s0S0aSS oo ._na\>— 


ASSETS 1986 1985 LIABILITIES AND DEFICIT OF CANADA 1986 1985 
$ $ $ $ 
Current assets Current liabilities 
CAS Te es ered a ree ee a eee eee 63,752 87,341 Accounts payable and accrued liabilities ............. 177,763 382,346 
Investments: (Notesli)inee 2) tee 7,879,580 7,202,309 Payabléeito\@anadayn.cs3,cenareeaseeecserenreste anes 249,190 
Accounts:receivabl@ nen. seein eee 566,284 630,199 Grants in lieu of municipal taxes ......0.......ce 851-71 495,821 
Dueifrom:Ganada sa cen ee rien ee 63,937 Deferred revenesic. seers ot esac cecreoa 186,251 229,263 
Materialasndcupplics ot. ence oe 79.928 88,092 715,725 1,356,620 
8,653,481 8,007,941 Long-term debt | 
Property, Plant and Equipment (Note 2)............. 72,024,049 73,214,955 Eoansifrom) Ganadal (Note 3))ieeneee see 38,110,991 38,110,991 
Recoverable contribution from Canada | 
(INOte24, eee eee ee erence vaecn haxteeos 48,300,000 49,511,864 | 


86,410,991 87,622,855 | 
87,126,716 88,979,475 © 


DEFICIT OF CANADA 
Contributed capital (Note 5) ........... Sere eek 678,275 678,275 
Contribution to Canada (Note 5) .............cee (1,289,136) 
Deficit eee ee eee ene eee cater (5,838,325) (8,434,854) 
(6,449,186) (7,756,579 
80,677,530 81,222,896 80,677,530 81,222,896 


a a _EEESELLEEEEEE TL ESESTREa=L 


Approved by the Board: 


ALLAN T. SHEPPARD 
Chairman 


ROBERT W. TYTANECK 
General Manager and Chief Executive Officer 
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PRINCE RUPERT PORT CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 FOR THE YEAR ENDED DECEMBER 31, 1986 
Local Port Corporation 
1986 1985 The Prince Rupert Port Corporation (“the Corporation”) was 
$ $ established effective June 1, 1984 as a local port corporation pursu- 


ant to the Canada Ports Corporation Act (‘the Act”). The Corpora- 


Revenvesfromioperationsme cee ee ee ee 11,314,851 10,622,368 Conie exempt from income taxes 
Expenses : 
Operating and administrative ........0.0.c.ccccccccccccccecescese 7,845,088 7,771,561 On June 1, 1984, pursuant to the Act, all the assets and liabilities 
Depreciationi(Notes2) + 2a ee eee 1,244,666 918,496 of the Canada Ports Corporation relating to the Port of Prince Rup- 
Grants in lieu of municipalitaxes «ss wee ee 335,353 27,661 ert were transferred to the Corporation at their book value as 
9,425,107 8,717,718 recorded by the Canada Ports Corporation. The net liabilities 
Income fromoperations 1 eet ee ee 1,889,744 1,904,650 assumed were recorded as contributed capital of $678,275 and a 
Intérestiincome2 os-deens wel nad, AC Oto 591,603 655,246 deficit of $11,673,894. Accordingly, the financial statements are 
Gain (loss) on disposal of property, plant and equip- prepared as though the Prince Rupert Port Corporation had oper- 
INCI corer ene ee et yh er ee Oo WRAL cone 115,182 (359,024) ated these facilities since their inception. 
INCHincome:s. -A.dt an ree eo Rene eee 2,596,529 2,200,872 onifi : ao 
Deficit at beginning of year............... 8,434,854 10,635,726 Summary of significant accounting policies 
Deficigatiendiofyeam eset eet eee 5,838,325 8,434,854 (a) Investments 
The investments, which are direct and guaranteed securities of 
Canada, are shown at amortized cost. Premiums or discounts 
are amortized over the periods to maturity. 
STATEMENT OF CHANGES IN FINANCIAL POSITION (b) Property, plant and equipment 
FOR THE YEAR ENDED DECEMBER 31, 1986 Property, plant and equipment are recorded at cost. Grants 
towards capital projects received from Canada and from third 
Tc ei cis isie  S parties are deducted from the cost of the related property, plant 
1986 1985 and equipment. 
$ $ Depreciation is calculated on the straight-line basis using rates 
Cash provided by (used for) based on the estimated useful lives of the assets. 
Operations ‘ 
Newincomen mtn shar Petaitin st we 2,596,529 2,200,872 (c) Pension costs 


Items not involving cash 


Depreciationae weet eee ee ere 1,244,666 918,496 


(Gain) loss on sale of property, plant and 


All permanent employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by Canada. 
Contributions to the plan are required from both the employees 


EQUIPMENT ee ea eee ene cae. (115,182) 359,024 and the Corporation. The annual contributions represent the 
3,726,013 3,478,392 liability of the Corporation for pensions and are recognized in 
Changes in non-cash components of working the accounts on a current basis. 
capital 
Rants receivablemtec its 3 tease ae 63,915 (18,884) (d) Grants in lieu of municipal taxes 
Materials and supplies .......0..0.00.0.00ccccccccesceseeees 8,164 (14,622) The expense for grants in lieu of municipal taxes is based on 
Accounts payable and accrued liabilities ......... (204,583) (234,269) estimated municipal assessments adjusted in accordance with 
Grants in lieu of municipal taxes ..........0.0.0...... (144,110) (468,001) the Municipal Grants Act. Grants are paid after the amounts 
Defernedineventcs es ets re an ane (43,012) (114,678) have been audited by the Municipal Grants Division of Public 
3,406,387 2,627,938 Works Canada. Any adjustments upon finalization are ref- 
Financing activities lected in the accounts in the year of settlement. 
Increase (decrease) in payable to Canada........... (249,190) 249,190 
GontnibutionitosGanadars net eee (1,289,136) (e) Employee benefits 
Increase in receivable from Canada ..................... (63,937) The Corporation accrues in its accounts annually the estimated 
Recoverable contribution from Canada ............... (1,211,864) (64) liabilities for severance pay, annual leave and overtime compen- 
(2,814,127) 249,126 satory leave, which are payable to its employees in subsequent 


Investment activities 
Proceeds from sale of property, plant and equip- 


years. 


MCN UL meee ero cra Renee enna nee 119,300 232 
Purchase of property, plant and equipment (net 1. Investments 
olcapitalisrants) 2 seem ee ee ee (57,878) (1,573,365) 1986 1985 
Decrease in receivable from Canada.................... 82,839 $ $ 
61,422 (1,490,294) 
aaa i Sli Oe. Wako bei eet nett: 7,879,580 7,202,309 
Increase in cash position ...c.cccc.ccccccccsssssesseeeeeeeeeeee 653,682 1,386,770 AUT Zedi S08 erat fa Ra eee 
Cash position at beginning of year oo......ccccceceeee. 7,289,650 5,902,880 
Fea Z A he eer Salbeney te -colt cies etr te ee aie er oo 7,855,119 7,188,651 
Cash position at end of year cc ccccccccecseessessee 7,943,332 7,289,650 Markel wale dreph cmasgriiaaeininins eee 


(Cash position is defined to include cash plus investments) 
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PRINCE RUPERT PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986—Concluded 


2. Property, plant and equipment 5. Contribution to Canada 


(a) Summary Canada requested cash contributions from various Crown Cor 
porations. As part of this cash recovery exercise, a request wa: 
made for a contribution of $133,000,000 from the Ports Canad 


1986 1985 System made up of the Canada Ports Corporation and the si) 
ect local port corporations. 
Depre- mulated The Corporation’s share was in the amount of $2,501,000. A 
ciation depre- sum of $1,211,864 has been applied against Recoverable Contri 
rates Cost ciation Net Net bution from Canada as authorized by the Minister of Transport 
% $ $ $ $ The balance of $1,289,136 has been treated as a Contribution t 
Land ecse 60,126,625 60,126,625 60,159,561 Canada. 
Died ee 2.5-6.7 5,177 1,165 4012 4,141 6. Related party transactions 
erthing 
structures ... 2.5-10 8,693,098 2,536,244 6,156,854 6,395,465 (a) During the year ended December 31, 1986, the Corporatio: 
Buildings ........ 2.5-10 2,351,656 334,209 2,017,447 2,085,123 received revenue of $1,169,454 (year ended December 31 
porte se ae ; 3.3-10 2,597,236 1,079,916 1,517,320 1,643,819 1985, $1,250,370) from Ridley Terminals Inc., a company i 
nhs pale Pe sia 87 ot 40.261 L872 106. 2,240,684 which the Canada Ports Corporation has a significant invest 
Machinery ment. 
and equip- (b) During the year the Corporation paid $436,093 (year ende 
raf ee foal may oO. 7y13620:883 1,427,298, 270,585; _ 627,103 December 31, 1985, $521,297) to Canada Ports Corporatio! 
ae end as its share of that corporation’s head office expense. 
1 ES 
equipment .. 20 150,041 90,961 59,080 59,059 


79,134,103 7,110,054 72,024,049 73,214,955 


eee 
lllllOOlOlOCOC8C CO UC COO 


(b) Depreciation 
Depreciation consists of: 


1986 1985 
$ $ 
Depreciation expense ...............cc eee 926,760 918,496 
Writedown of equipment............. ee 317,906 


1,244,666 918,496 


3. Loans from Canada 


1986 1985 
$ $ 
Non-interest bearing loans with indefinite 
duc.date SPS SO Sas RUE Se 27,084,979 27,084,979 
Accrued interest on loans not due and pay- 
E10 (od nee ree te heer Cae Ra ey sea Pe PL SEBS 11,026,012 11,026,012 


38,110,991 38,110,991 


4. Recoverable contribution from Canada 


A recoverable contribution of $50,400,000 was approved for the 
construction of the infrastructure for the coal terminal facility on 
Ridley Island. The recoverable contribution as at December 31, 
1986 was $48,300,000. 

The total recoverable contribution is interest-free until April 1, 
1989, and thereafter bears interest at approximately 13.9%. 

Principal and interest on $48,300,000 of the contribution are 
repayable over 20 years, commencing on April 1, 1989, contingent 
upon the revenues received from a direct coal throughput sur- 
charge. 
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SUMMARY PAGE 


ROYAL CANADIAN MINT 


To produce and arrange for the production and supply of coins of the currency of Canada; produce coins of currency 
of countries other than Canada; melt, assay and refine gold, silver and other metals; buy and sell gold, silver and 
other metals, etc.; mint coins; and carry out other related activities in anticipation of profit. 


BACKGROUND 


The Royal Canadian Mint was a departmental agency until 1969, when it was incorporated by legislation. For 
minting circulating Canadian coinage, it receives payment on a cost-recovery basis. Minting of numismatic and 
bullion coins, etc., yields profit which is payable to Canada. Occasionally, it receives loans from Canada for working 


capital and to finance capital projects. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


320 Sussex Drive 
Ottawa, Ontario 
K1A 0G8 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Michel Cété, P.C., M.P. 
Supply and Services 


1969; by the Royal Canadian Mint Act (R.S.C. 1970, R-8). 


Maurice Lafontaine 


James Corkery 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


At the end of the year 


BPOtaIWASSE(S: .... iat os hee ee ee 
Obligations to the private sector 
Obligations to Canada® |... 
EUMILY Ol CANA a eee eee 
Cash from (to) Canada in the year 
DUC SCLALY oo ines ec ee eae 
—non-budgetary, net ................0 


* Includes net earnings due to Canada. 


1986 1985 1984 1983 

See att, dC ae 116.8 115.9 72.4 73.1 
0.4 0.6 0.6 0.8 

oP RIND sna 82.8 76.7 5837 49.3 
Ps. yee 3 10 1.0 1.0 1.0 
ie SA ae nil 10.7) nil (24.4) 
ee nT ine < ye (3.7) 19.8 (2;)) (231) 
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ROYAL CANADIAN MINT 
AUDITOR’S REPORT 


TO THE MINISTER OF SUPPLY AND SERVICES 


I have examined the balance sheet of the Royal Canadian Mint as at 
December 31, 1986 and the statements of earnings and changes in 
financial position for the year then ended. My examination was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered neces- 
sary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with part 
XII of the Financial Administration Act and regulations, the Royal 
Canadian Mint Act and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 20, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


ie a Eee SS SS ee eee 


ASSETS __ 1986 1985 LIABILITIES 1986 1985 
Current Current 
COE Te cece ecco ee noch cere Son DOE sober MERE 11,389 29,745 Accounts payable 
Accounts receivable Government departments 1.25... 0<i-cc1.-ccetnesensqenecerstencteevens 829 1,405 
Government departments: .22is-0.)..c00ctotsstesceeneessnenestor == 3,515 2,370 Os An Yat gamed leak per er Le MR Dee A Se on ke 2b AD 12,051 16,640 
COTE ee ree ee ee ae oe el Re nent eer eae ee 7,876 5,120 Contractors hold back ..cccccccccaceccorses senate Soon eee 291 1,082 
Inventories (INOteA) recente reteset reserentoeee 40,460 38,604 Due to Government of Canada 
Prepaid expenses (Note 5) ........-..cccscseceeeneeresseeseessseertenes 299 286 Netearnings: (NOte:8) icc snccsserertar ceeacceee gee ennereacs 52,788 42,978 
63/539 GON 258.4 « Current portion of long-term loans (Note 10)............:. 3,129 33729 
Long-term Accrued interest on long-term loans ...............::1ee 821 818 
Property, plant and equipment (Note 6) 0.0... 41,767 30,771 Deferred revenues (Note 9) .........:..c.ccccesconecensesnesreneneneses 14,674 13,943 
Deferred expenses (Note 7) ........cccccccsessseseeeseserseneneeeeeesenees 11,451 9,047 84,583 80,595 
Long-term 
Loans from Government of Canada (Note 10)............... 26,875 30,003 
Obligation under capital lease (Note 11) .......:ceeeee 100 355 
Provision for employee termination benefits ...............-..-. 4,199 3,990 


31,174 34,348 


EQUITY OF CANADA 
Reserve forilosses (Notes) eine ects ee are ererantess emer 1,000 ‘1,000 
116,757 115,943 116,757 115,943 


RY rd eres Tes Dears jiiepres® 21 ee ee 


Approved by management: 


M.A. J. LAFONTAINE 
President and Master 


J. E. UBERIG 
Vice-President, Administration and Finance 


Approved by the Board: 


J.C. CORKERY 
Chairman 
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ROYAL CANADIAN MINT—Continued 


STATEMENT OF EARNINGS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 DECEMBER 31, 1986 


(in thousands of dollars) 1. Authority and objectives 


The Mint was incorporated in 1969 by the Royal Canadian 


1986 1985 Mint Act and is an agent of Her Majesty named in Part I of 
schedule C to the Financial Administration Act. The Mint oper- 
Reventes ates through the Consolidated Revenue Fund. 
Gold Maple Leaf coins Sa orate esac econ aac 786,263 874,693 The objectives of the Mint are to produce coins in anticipation 
SEriuariins ons Ge oe nelson a of profits and carry out other related activities. 
1983' Olympic ComnjPrograme 2) oe... pets oes SUS59 eR 72316 2. Statutory financial limitations 
ISOTCIETIICOMLTACES meena op et nc tee enna ee 16,885 9,138 : } 
Rel cr Ve eae ech otc dir ee, ok atic eee 5,769 4,511 At the request of the Mint and on the recommendation of the 
Misti lane ONS cu: diaca.cea.taces laces sop veietees eee 1,390 1,239 Minister of Supply and Services, the Minister of Finance may 
“910,648 965,571 make loans to the Mint on such terms and conditions as are 
Expenses (Note 12) are ae approved by the Governor in Council for: 
Costiofamaterials usedi 2. ute eee ee 833,558 899,189 ; : : sone ee 
Salaries, wages and Dénefits 5. . oes? ee 23,929 21,937 (a) ae ayant Perera aie Mint, in 
ACVerusing's....Saern), aiateetee o O6k GE. MORRIE Gul nk 19,587 11,884 ; 
bean tne teat voveesaaneees fot Sma ia Gee Pace Reag (b) financing the costs of capital projects that are approved by 
Transportation and COMMUNICATIONS. ......... oe ececeeeeecccceeeee i “4 7 “15 
Protea ANGsHeciall ServiCeSee rs eae een 3,255 6,203 the:Governor in Council; and 
IDEPreciationen eet. cone Rm ert ee ee 2,232 1,932 (c) temporary purposes, in amounts not exceeding in the aggre- 
Interest on long-term loans and obligation under capital gate $1 million, and each loan shall be repaid within twelve 
lease ee: sctovescantenavecssusennvansansessnecersiseenusecstatesiscesnness 3,466 2,226 months from the day on which the loan was made. 
Building and equipment rental ............c.ccccesceccescesceeseeseesee 2,711 1,607 
Miscellancouse xx ct arte cc aor a ee eee eee 1,963 1,661 The total amount outstanding at any time of loans made for 
~ 900,838 954,507 (a) and (b) above shall not exceed $35 million. 
Net earnings before extraordinary item ...........cccccccccccscesssee 9,810 11,064 Furthermore, the Mint may make provision from earnings for a 
Den eolaextlaOrainanyaitel ea ees ete en a 2,187 reserve against possible losses, but the aggregate amount in the 
Net earnings for the year (Note 2) .o..cccceccccccccscecssseccesceveccesce. 9,810 8,877 reserve at any one time shall not exceed $1 million. The Mint’s 
Mb ina mou =) pM t=. Agee net earnings for the year shall be applied: 
(a) firstly, to previous years’ losses that could not be met by a 
charge to the reserve; 
STATEMENT OF CHANGES IN FINANCIAL POSITION (b) secondly, to the reserve; and 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) (c) any excess, to the revenues of Canada. 


3. Significant accounting policies 
——eaeleaeoo—<=S——oOoo ll 


1986 1985 (a) Foreign currency translation 
Foreign currency transactions are translated into Canadian 
Operating activities dollars at the exchange rate in effect at the transaction date. 
met icarnings for the years «sash masse s-racs-acopeous mene 9,810 11,064 Assets and liabilities denominated in foreign currency at the 
aa vets Finds Ananth Tees (2,187) balance sheet date are translated into Canadian dollars at the 
ems not allecting funds ° 
Birr Hones vas Nee tee 2,232 ‘1,932 exchange rate in effect at that date. 
Amortization of deferred expenses .............0.c0ccccceseeceees 8,764 3,283 (b) Inventories 
ROE ee Raw materials, work in process and finished goods are valued 
Net change in non-cash working capital... (11,592) 10,654 at the lower of cost and net realizable value, cost being deter- 
Deferred expenses disbursements ............-..cccccccccccecececeseees (11,168) (11,461) mined by the average cost method. 
Increase in provision for employee termination benefits .. 209 704 i ; i 
Operating and maintenance supplies are valued at the lower 
(1,745) 13,989 of cost and replacement cost, cost being determined by the 
average cost method. 
Investing activities c) Property, plant and equipment 
BNUGTEONS LOMIXOG ASSELS oi gnc eee a (13,228) (15,375) (¢) iy lae 


Property, plant and equipment are recorded at cost and 


abled 8)0(15,375). depreciated under the straight-line method at the following 


Financing activities 


Payment of net earnings to Government of Canada......... (10,700) annual rates: 
Loans from Government of Canada ............0.cccccceceesesseseee 21,970 Land improvements 2% 
Decrease in long-term debt. ccsssssssossstcssoceecssvcsesvesscssethee (3,128) (3,730) Buildings 2%% 
Decrease in obligation under capital lease... (255) (223) Equipment 10% 
(83385) ) 73317 Equipment under capital lease 20% 
Leasehold improvements 50% 
ancrease (decrease)iin'cash atin. aes. en (18,356) 5,931 (d) Employee termination benefits 
sash, beginning Of the year...s..cccssssscossessussseresssecvesssoveesivccnrces 29,745 23,814 


According to their collective agreement and terms of employ- 
ment, employees are entitled to termination benefits. The lia- 
bility for these benefits is recorded when earned by the 
employees. 


Bashvendotthe yearn ew we ee a ee 11,389 29,745 
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ROYAL CANADIAN MINT—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


4, 


(e) Pension plan 


The employees of the Mint participate in the Public Service 
Superannuation Plan, which is administered by the Govern- 
ment of Canada. Contributions to the plan are required from 
both the employees and the Mint. These contributions repre- 
sent the Mint’s total liability and are recorded on a current 


basis. 
Inventories 
1986 1985 
(in thousands 
of dollars) 
Rawimaterials aceite) i ee ek 24,418 20,919 
Workin processmecass sas ngett ye Senents hee Anerley 19 a0 pep ten 3,781 BAHT) 
Finishedis 00d S wk ndesstan ox ae ot eesti Neate ae Heine 8,685 11,107 
Operating and maintenance supplies .........0....c.ccecceeeees 3,576 3,301 
40,460 38,604 
In order to facilitate the production of gold coins, the Mint bor- 
rows the quantity of gold required and pays interest based on the 
value of gold established on the London market. As at December 
31, 1986 a total of 933,709 ounces were borrowed and are not re- 
flected in these financial statements. 
. Prepaid expenses 
1986 1985 
(in thousands 
of dollars) 
Insurance spastapeiandurel sn taese.e ec ete ee eres 193 154 
Renta hen een er Te ae 77 O38 
OUR Ee oe ee ea ate vc Rete Rectan ate pr ER cate ei 29 39 
299 = 286 
P A 
Property, plant and equipment 
1986 1985 
Accu- 
mulated Net Net 
Cost depreciation book value book value 
(in thousands of dollars) 
Land tens an os oe 619 619 619 
Land improvements..... 976 550 426 44] 
Binigin gsc serene 37,767 6,183 31,584 5,021 
Bquipment..$-.4..2- 21,751 12,770 8,981 7,867 
Equipment under capi- 
falliGase te eee 1,006 849 157 506 
Construction in 
PrOgsressuses. ct. ae 16,140 
Leasehold improve- 
MENUS ea eres aerate 177 
62,119 20,352 41,767 30,771 
. Deferred expenses 


Included under this caption are expenses related to the launch- 
ing of the 1988 Olympic Coin Program totalling $10.6 million. 
These expenses are recorded at cost and are amortized on the 
basis of anticipated sales over the duration of the Program from 
1985 to 1988. $1.7 million was amortized in 1985 and $7.0 million 
in 1986. 


8. 


10. 
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Due to Government of Canada, net earnings 
1986 1985 
(in thousands 
of dollars) 
Balance at beginning of the year ..............cccceeeetees 42,978 44,801 
Netiearnings forthe year oc socccceccc-tceenece-v agen eter 9,810 8,877 
Paididuring the year yccccce eens seen ce es seeeeeeees (10,700) 
Balanceiat end of; the yeatis.c.c.ccec-.c2ecsne-setentapesscete: 52,788 42,978 
. Deferred revenues 
1986 1985 
(in thousands 
of dollars) 
Regular Numismatic Products and 1988 Olympic Coin 
Prog rea rn ees clogs css tase cegssessccsesssvevnccesrces steesceceyeear eee 14,674 10,520 
Foreigry COntracts sccscct.se.<cc:.2:.1+.-:-ngeeere Reeser ae ora 3,423 
14,674 13,943 


Loans from Government of Canada 


These loans bear interest at various annual rates ranging from 
8.125% to 12.00% and are repayable according to the followings 
schedule: 


(in 
thousands 
of dollars) 

|? Sy Aree ee PORE ert? SERRE NU ee tie ro CCS ri cnanletocers 3,129 
1A Fe a eee oN ene oat we Arriola An cate etn Ren irr ARERR 2,989 
POSOR Re eect RR RO ee eee 7,673 
1990) eos. ecss CE oT BON ee AO AY 2,673 
ee eee a enn ne gn oe Ie DES Ny SANE hi Cons hr orpciaacts 2,673 
1992199 8 sete 2 sh aed, tee esac ae ne ee ee 10,867 

30,004 
@urrentiportion s.r eect eee ee ae 3,129 


26,875 


The interest expense on these loans amounts to $3.4 million fo 
the year (1985—$2.1 million). 


. Obligation under capital lease 


The future minimum lease payments under capital lease are a! 
follows: 


(in 
thousands, 
of dollars) 


1 ce or aT Te CT eaten ones Mee eerie arene ee 283 
MD See creda she hen i eh avn Sh rape Ba AE RSPR OUR LSM ce A 102 
Total future minimum lease payments .............0...00.0:ceceeeeeees 385 
Less amount representing Interest... ere ener ee neeeer 30 
Present value of obligation under capital lease 00.0.0... 355 
Less: Current portion esmse sees eet een eer eee 255) | 
Long-term obligation under capital lease .......0.....cceeees 100 


The capital lease was recorded at an amount equal to th 
present value of the minimum lease payments using an implici 
lease interest rate of 14.3%. This obligation expires in 1988. 
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ROYAL CANADIAN MINT—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


12. Expenses 
Expenses include cost of goods sold detailed as follows: 


1986 1985 
(in thousands of 
dollars) 
Materials used se heer: 12 cit nit oo ae een 833,558 899,189 
Directilabourmetce nt) 00 eaters ete eee 3,115 2,904 
Manufacturing overhead expenses ..............ccccccesceceesees Wl vaee2. 83) 


853,830 923,924 


13. Extraordinary item 


The Mint introduced an early retirement program effective 
January 1, 1985 in an effort to minimize the adverse effects of 
organizational changes necessitated by the consolidation of the 
facilities in the National Capital Region. The expenditure is re- 
flected as an extraordinary item in the 1985 statement of earn- 
ings. 


14. Related party transactions 


Included in these financial statements are transactions with the 
Department of Finance relating to the borrowing, refining and 
purchasing of gold and silver. These transactions were conducted 
in the normal course of business, under the same terms and condi- 
tions that apply to unrelated parties. 


15. Commitments 


The Mint is committed to purchase the silver requirements for 
the 1988 Olympic Coin Program. $15.0 million will be payable in 
1987. 


16. Proposed amendments to the Act 


The Royal Canadian Mint has proposed amendments to the 
Mint Act including a financial restructuring that would enable it 


to retain its net earnings. 
a a a 
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SUMMARY PAGE 


ST. ANTHONY FISHERIES LIMITED 


MANDATE 


To operate the St. Anthony fish plant in the year 1982 in the most efficient and economic manner possible. 


BACKGROUND 
The corporation has been inactive for several years. 


YEAR AND MEANS May 21, 1982, pursuant to the Newfoundland Companies Act 
OF INCORPORATION (R.S.N., C. 54). 


By the Crown Corporations Dissolution Authorization Act (S.C. 
1985, C. 41) authority was provided for the dissolution of this 
corporation and the Registrar of Companies for the Province of 
Newfoundland removed it from his register, effective March 27, 
1987. 
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ST. ANTHONY FISHERIES LIMITED 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 


SAINT JOHN PORT CORPORATION 


MANDATE 


Administration, management and control of the Saint John harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


Saint John Port Corporation was established on December 31, 1986, pursuant to the national ports policy to create 
local ports corporations at the major ports and harbours previously under the centralized administration of the 
National Harbours Board and, since February 1983, the Canada Ports Corporation. Total port traffic in 1986 was 
12.3 million tonnes, greater than 1985 traffic by 42 percent. Petroleum products, in particular crude oil imports at 9 
million tonnes, accounted for 73 per cent of the 1986 tonnage, the rest of the tonnage being forest products, potash, 
grain and salt. 


CORPORATION DATA 
HEAD OFFICE 133 Prince William Street 
P.O. Box 6429, Station A 
Saint John, New Brunswick 
E2I 2B5 
STATUS —Schedule C, Part II 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1986; letters patent issued by the Minister of Transport pursuant to 
OF INCORPORATION subsection 6(2)(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE Kenneth Krauter 
OFFICER 
CHAIRMAN Harry P. Gaunce 
AUDITOR Coopers & Lybrand 


Balance Sheet Data at the Start of Operations 


At January 1, 1987 ($ million) 
"Trtenl Assets 5 esl ee ae Repeater osc cee a a eee wc ee ge eee ere ee oe ge PRs 
Obligations to the private SeCtor .c.5.csc55 cece ve cb siccin oases tng ann se res basin ape eens oenpme degranmaraitnyns sRovavanCeraeitn? nil 
Obligations to Camada® .5.c.cciscccsecapsansnesssccnng eae onchiractnen vase chanentaapenras daw aees annas-acerslaccaes sera aaer caystantedn aietr ate 58.3 
Bagguitty Of Camda si. ssciccsesi-csgovsnesnkcecers cece ee atieeoy snes ses cheese a sateen tee baa etlgerns at amen WANs oer 1.6 


* Excludes $10.0 million in accrued interest owed to Canada. 
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SAINT JOHN PORT CORPORATION 
AUDITORS’ REPORT 


TO THE BOARD OF DIRECTORS 
SAINT JOHN PORT CORPORATION 


We have examined the balance sheet of the Saint John Port Corpo- 
ration as at December 31, 1986. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, this balance sheet presents fairly the financial posi- 
tion of the Corporation as at December 31, 1986 in accordance with 
generally accepted accounting principles. 


Coopers & Lybrand 
Chartered Accountants 
Ottawa, Canada 
February 18, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


ST ———————————— OEE 


ASSETS 1986 LIABILITIES 1986 
Current Current 
COPS (5 ee ca Aen ne eR enor ea er eR coe | neg rs IL 88 Accounts payable and accrued liabilities (Note 5) ...0.....0000.... 1,959 
Investments:(INOte>3) ose ee eerste teen eee 4,845 Grantsinjliewof municipal taxes ee 549 
PACCOUMISECEIVADIC ere oie oy che ren ten, CT ek ene 2,070 2,508 
Materialsiandistppiies ss scr ener ee 129 SSS 
7,132 Long-term 
Longtesmunvestments’(NOte 3) cui. eee 949 Accruediemp]loyeesbenciits aes aren ee eee ee 483 
Eixediassetsi(Note;4) S82 = en Stee exe ee See eens 84,368 Financing provided by a province (Note 6) ccc. ccccscccccsssseee 19,521 
oans;fromi@anadar(INOteW/)) same nee teen me 68,356 
88,360 
EQUITY OF CANADA 
Contributedicapitalties.eme Bas wee te RE ee 79,209 
Contributionito;@anadal(Notels)seeee ene ee (1,033) 
Deficitvarsetiies vid conadir acme cctahtin anes estat absias (76,595) 
1,581 
92,449 92,449 


On behalf of the Board: 


HARRY P. GAUNCE 
Chairman 


KENNETH R. KRAUTER 
General Manager and Chief Executive Officer 
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SAINT JOHN PORT CORPORATION—Concluded 


NOTES TO BALANCE SHEET 
DECEMBER 31, 1986—Concluded 


1. Canada Ports Corporation Act 4. Fixed assets 


In accordance with the Canada Ports Corporation Act, a peti- 
tion for the establishment of a local port corporation at the Port of 
Saint John was approved and the Saint John Port Corporation 
was established effective at the closing of business on December 
31, 1986. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the Saint John 
Port Corporation at their carrying values in the accounts of the 
Canada Ports Corporation—Port of Saint John. 


. Significant accounting policies 


(a) Investments 


The investments are shown at amortized cost whereby premi- 
ums or discounts from par value are amortized over the peri- 
ods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(d) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the year they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(f) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments, or in accordance with its policy. 


3. Investments 


Investments are direct and guaranteed securities of Canada as 
follows: 
Amor- 
tized Market 
cost value 


(in thousands 


of dollars) 
Current ...... Eee nar ode ENO ce bil WR ye RAK A RD 4,845 4,849 
Long-term....... PR A ee ie nent en 949 1159 


(a) Summary 


Accu- 
Depre- mulated 
ciation depre- 
rates Cost ciation Net 
% (in thousands of dollars) 
andi. Fie Sees 30,063 30,063 
Dredging at see 2.5-6.7 1,967 1,442 525 
Berthing structures... 2.5-10 62,918 24,930 37,988 
Buildings. ae 2.5-10 15,570 7,204 8,366 
Weilitieswmeee re me 3.3-10 7,651 Delae 4,899 
Roads and surfaces .. 2.5-10 4,779 3,584 1,195 
Machinery and 
equipments 5-100 1,904 1,567 337 
Office furniture and 
eQUIPINeNt pera 20 711 396 315 
Works under con- 
SURUCTLONIR nee eee 680 680 


126,243 41,875 84,368 


(b) Capital expenditure commitments 


Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $87,000, of which 
most will be expended in the year ending December 31, 1987. 


5. Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are the fol- 
lowing: 


(in thou- 

sands of 

dollars) 
DeferredirevenucsSi escent ee ee eee 217 
Current portion of long-term liabilities ........00.000ccceee Nis) 


Financing provided by a province 


The Province of New Brunswick advanced $25,000,000 to par- 
tially finance the construction of Rodney Terminal, Saint John. 
The Province will receive annual principal payments equal to 
approximately 47% of the net operating income of the terminal 
until the non-interest bearing advance is repaid. The cost of major 
repairs has been included in calculating the net operating income 
of the terminal and the current portion payable as at December 
31, 1986 has been calculated accordingly. The Province is disput- 
ing this accounting treatment. Had net operating income not been 
reduced by the cost of these major repairs, the current portion 
payable would increase further by an estimated $825,000. 


. Loans from Canada 


(in thou- 
sands of 
dollars) 

Term loans bearing interest at 11.0% to 15.625% maturing 
between December 31, 1998 and 2005 ...............:0..csees00es:s 20,565 
Non-interest bearing loans with indefinite due date.............. 37,768 
Accrued interest on loans not due and payable .......0.....0.0..... 10,023 


68,356 


. Contribution to Canada 


Canada requested from various Crown Corporations a portion 
of cash identified as surplus to their requirements. As part of this 
cash recovery exercise, a request was made for a contribution of 
$133,000,000 from the Ports Canada system made up of the 
Canada Ports Corporation and the seven Local Port Corporations. 

The contribution of the Corporation amounted to $1,033,000 
and has been treated as a Contribution to Canada. 
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SUMMARY PAGE 


ST. JOHN’S PORT CORPORATION 


MANDATE 


Administration, management and control of the Harbour of St. John’s and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 
St. John’s Port Corporation was established on June 1, 1985, pursuant to the national ports policy to create local 
ports corporations at the major ports and harbours previously under the centralized administration of the National 


Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1986 
amounted to 0.9 million tonnes. 


CORPORATION DATA 


HEAD OFFICE 3 Water Street 
P.O. Box 6178 
St. John’s, Newfoundland 
A1C 5X8 
STATUS —Schedule C, Part II 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1985; letters patent issued by the Minister of Transport, pursuant to 
OF INCORPORATION subsection 6.2(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE David Fox 
OFFICER 
CHAIRMAN Fred Milley 
AUDITOR Doane Raymond 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


7 months to 
1986 Dec. 31, 1985 

At the end of the year 

BEASESLIRA RSETES ui cy ocotiste ode creosote eee eae tee eae Soe chit deaktn su MERE pny Daag Gast out 14.4 16.9 

Obligatinnsto the private Sector wernt aig ee eee hr fe, aus es nil nil 

NPIS EA LIOTIG RO MANIAC A ek ei irre oa ert uo cea MAY cath sets an dos ee 1.6 

eGR CIEL G: IE tt FT aaare Moire Pi NGa fol nn Jip a ROME DEY Rn URE Bilao on one 11.9 13.2 
Cash from Canada in the period 

Sere EDL AT Ve eet Sete cn ce tetian Maou ats MAAN, at cua Waa hase pa toa pee va ssiova an Sa eae nil nil 

roms WARNER RIULCL MEINE Wane icy a aed esha os iced ade Cokie ta zane coe Ws vec maa Ne naan te oe chaenando nil nil 


* Takes no account of special contributions to Canada in 1986 of $1.8 million. 
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ST. JOHN’S PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the St. John’s Port Corpora- 
tion as at December 31, 1986, and the statements of income and sur- 
plus and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding period. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Doane Raymond 
Chartered Accountants 
St. John’s, Canada 
January 29, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
(Note 10) (Note 10) 
Current Current 

GaShee et err aa eter meee 25,118 2,646 Accounts payable and accrued liabilities ............. 280,031 1,348,692 
Investmentsu(Noteis) pean ener ee 2,988,103 5,614,056 Grants in lieu of municipal taxes ............0..ce 100,690 57,092 
ANCCOUNL{SHRECEIV AD Cs err ren a: rere tear ae 295,148 351,506 Deferred’ revenueseemes ot aes 171,418 226,184 
~ 3,308,369 5,968,208 Current portion of loans from Canada................. 56,833 $1,983 
InvestmentsINote shart cr eet ce ree 949,653 946,151 608,972 1,683,951 
Fixed (Note 4)&h £e00e. Fe Ree rn iivn Set aoe 10,139,334 9,940,186 Accrued employee benefits ..............:cccccccceeeeceteeee 75,362 72,985 
Loans fromiGanadal(Note:>)me etree eee 1,839,939 1,896,773 


2,524,273 3,653,709 


EQUITY 
Gontributedicapitalieren. ceterr aaah pie eee 11,585,318 11,585,318 
Contribution to Canada (Note 6) ..............0::ccceeee (1,836,000) 
SUP DIS resect eee oe Nee ieee 2,123,765 1,615,518 
11,873,083 13,200,836 
14,397,356 16,854,545 14,397,356 16,854,545 


Contingency (Note 7) 
Commitments (Note 8) 


On behalf of the Board: 


FRED MILLEY 
Chairman 


DAVID J. FOX 
General Manager and Chief Executive Officer 
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ST. JOHN’S PORT CORPORATION—Continued 


STATEMENT OF INCOME AND SURPLUS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1986 DECEMBER 31, 1986 


ee ile 
or ——— — ESSE 


In accordance with the Canada Ports Corporation Act, a peti- 


1986 1985 tion for the establishment of a local port corporation at the Port of 
$ $ St. John’s was approved and the St. John’s Port Corporation was 
(Note 10) established effective June 1, 1985. 
Revenue fromioperations. eee een 2,388,782 1,452,668 in accondance with the Canada Ports Corporation As the 
Operating and administrative expenses..........000..000..00..... 1,501,052 864,410 ct liabilities and equity were transferred at nee paras val 
Depreciation ema ie POON | ine sede Soaalid « 561,936 211,044 ues in the accounts of the Canada Ports Corporation—Port of St. 
Grants in lieu of municipal taxes... 68,598 (60,670) John’s to the St. John’s Port Corporation. 
2,131,586 1,014,784 450" 

Income from operations ......-ccccccccceccscssessssessseeeen 257,196 437,884 - Significant accounting policies 
Investment income—Net .)..2.6s.ee-1ceceeses ceca: 251,051 313,728 (a) Investments 
INCUINCOMC Ar pees canker: See moe See kee ee 508,247 751,612 : 3 A ae 
Surplus, beginningiof year. .....92.- ste, 1,615,518 863,906 The investments, which are direct and guaranteed Ono 
BAM EDIUS KCNCIONV OAL or fo crac, ty OR nese chen eae 2,123,765 1,615,518 of Canada, are shown at amortized cost. Premiums or dis- 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1986 


ooo eee 
SSS ooo 


counts are amortized over the periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 


1986 1985 Depreciation is calculated on the straight-line basis for the 
$ $ full year, commencing with the year the asset becomes opera- 
(Note 10) tional, using rates indicated in Note 4. 
Cash provided from (used for) : 
: 29% (c) Pension costs 
Operating activities 
Dletnconne te en Ae en te ee ae oe 508,247 751,612 All permanent employees of the Corporation are covered by 
Depreciation eects eee He eas arin rasveucntcrcoteres ac ec ese ens $61,936 211,044 the Public Service Superannuation Plan administered by 
Othemnon-cashiitem si ens eee (958) 6,899 Canada. Contributions to the plan are required from both the 
ef 1,069,225 969,555 employees and the Corporation. The annual contributions for 
anges In : _ - 
roa recoivable verre or ale 56,358 (54,597) Ecnblonsarc recognized in the accounts on’a current basis, 
Grams in eva uniapl ones nt” COMEBSED 1066200, (4) Grants in iu of municipal taxes 
Delcrredprevcnucsa rae ener eee (54,766) 74,018 The expense for grants in lieu of municipal taxes is based on 
Current portion of loans from Canada......... 4,850 4,436 estimated municipal assessments adjusted in accordance with 
50,604 1,998,942 the Municipal Grants Act. Grants are paid after the amounts 
Financing activities have been audited by the Municipal Grants Division of Pub- 
Loans from Canada currently payable............. (56,834) (51,983) lic Works Canada. Any adjustments upon finalization are 
Investing activities reflected in the accounts in the year of settlement. 
Rurchaserofitixediassets se (766,351) (2,020,945) 
Proceeds on disposal of fixed assets.................. 5,100 (e) Employee benefits 
(761,251) (2,020,945) The Corporation accrues in its accounts, annually, the 


SEEeeeeesese 


(1,836,000) 


———— 


estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 


BECt CASHUUSCd Matte Fi con erin OLN ite hs (2,603,481) (73,986) : : APES : 
Cash and short-term investments, beginning of in subsequent years in accordance with its policy. 
VGA Deere as cote CONS 2 rue rn eee ea 5,616,702 5,690,688 Ties at 
Cash and short-term investments, end of year......... 3,013,221 5,616,702 iets scra 
1986 1985 
Amortized Face Amortized Face 
Cost Amount Cost Amount 
$ $ $ $ 
Short=term?ye ee 2,988,103 3,042,700 5,614,056 5,810,600 
Amortized Market Amortized Market 
Cost Value Cost Value 
$ $ $ $ 


one-tenmieeente 949,653 1,069,337 946,151 1,015,838 
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ST. JOHN’S PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


4. Fixed assets 
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. Commitments 


1986 1985 Funds have been committed on capital projects as at the bal- 
Accu- ance sheet date in the amount of $208,183. The full amount is 
Depre- mulated Net Net expected to be expended during 1987. 
ciation depre- book book 
rate Cost ciation value value . Subsequent event 
% $ $ $ $ Subsequent to the balance sheet date, funds were committed on 
be esp pa aoxsisitees 3,370,578 3,370,578 3,370,578 capital projects in the amount of $4,077,853. The full amount is 
erthin struc- . 
bere Sa 25-10 7,888,366 5,076,710 2,811,656 2,861,729 expected to be expended during 1987. 
Buildings............ 2.5-10 1,902,865 1,366,126 536,739 624,673 10. Comparative figures 
Wetilitics seme 3.3-10 3,100,242 520,187 2,580,055 96,031 ‘ B : , j 
Roads and) cur The comparative figures presented in these financial statements 
FACES cesses 2.5-10 713,084 593,551 119,533 153,834 are for the seven month period ended December 31, 1985. 
Machinery and 
equipment ..... 5-100 236,027 140,859 95,168 166,202 
Office furniture 
and equip- 
MOEN gress 20 110,816 66,629 44,187 35,274 
Projects under 
construction .. 581,418 581,418 2,631,865 


SEE ee ee eee 
17,903,396 7,764,062 10,139,334 9,940,186 


oO Oo 


5. Loans from Canada 


1986 1985 
$ $ 
Loans, 9.33%, maturing in 2000, payable in 
equal annual instalments of principal and 
interest of $198,132. The loans are unsecured... 1,514,453 1,566,437 
Principal instalments payable within one year ...... 56,833 51,983 
1,457,620 1,514,454 
Accrued interest On Loans eve rceese eeece eee 382,319 382,319 
1,839,939 1,896,773 


Annual principal repayments in each of the next five years are 


as follows: 

$ 
1987 ocala Re lee aa BA eek Fee, Peek eee 56,833 
NOR Re A eee no ans ee on cele tira ibe -nrce Deva crea eee 62,136 
TOR ORE IR oe him hee od, Deere cama ciate Roe ee asact a eee eee 67,933 
1 OL i co tes rc aed NR st GA RE re Rat aa cnc 74,271 
LOG eh seein eck ee es hes ats ice RO ea ES 81,201 


6. Contribution to Canada 


During the year, the Government of Canada requested cash 
contributions from various Crown Corporations. As part of this 
cash recovery exercise, a request was made for a contribution of 
$133,000,000 from the Ports Canada system made up of the 
Canada Ports Corporation and the local port corporations. 

The St. John’s Port Corporation’s share was in the amount of 
$1,836,000, which has been treated as a Contribution to Canada. 


7. Contingent liability 


Claims aggregating approximately $5,000,000 arising from 
alleged damages suffered on the Corporation’s property have been 
received by the Corporation. The Corporation is a third party 
defendant, and has denied any liability, and no material loss is 
anticipated. 
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SUMMARY PAGE 


ST. LAWRENCE SEAWAY AUTHORITY, THE 
MANDATE 


Construction, operation and maintenance of canals, bridges, works and other property related to the deep waterway 
_ between the Port of Montreal and Lake Erie, known as the St. Lawrence Seaway. 


_ BACKGROUND 


_ The St. Lawrence Seaway Authority was established in 1954 to construct and operate the Seaway in conjunction with 
an appropriate authority in the United States and to construct, maintain and operate bridges and other works and 
_ property incidental thereto as the Governor in Council may deem to be necessary. The Authority operates 13 locks 
_and 20 moveable bridges in Canadian territory along the waterway, as well as four high-level bridges traversing the 
St. Lawrence River. Two locks in the United States are operated by the St. Lawrence Seaway Development 
_ Corporation. 


_A wholly-owned subsidiary, the Seaway International Bridge Corporation, Ltd. was established in 1962 to manage 
the international bridge at Cornwall, Ontario. A second wholly-owned subsidiary, the Jacques Cartier and Champlain 
_ Bridges Incorporated was established to manage the two high-level bridges in Montreal when these were transferred 
_ from the National Harbours Board in 1978. A third wholly-owned subsidiary, Great Lakes Pilotage Authority, Ltd. 
is a parent Crown corporation for the purposes of the Financial Administration Act. The Canadian span of the 
Thousand Islands Bridge at Lansdowne, Ontario has been directly administered by the Authority since this property 
reverted to Canada in 1976. 


CORPORATION DATA 
| HEAD OFFICE 360 Albert Street 
Ottawa, Ontario 
KIR 7X7 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
|} DEPARTMENT Transport 
| YEAR AND MEANS OF 1954; pursuant to section 3 of the St. Lawrence Seaway Authority 
INCORPORATION Act (R.S.C. 1970, S-1). 
| CHIEF EXECUTIVE William A. O’Neil 
OFFICER 
|. AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


SOLA IEASSCLS ecu eee: ote ee ene hentay CUk ) ee 652.8 645.3 668.9 668.2 

Obiteations tO The private Sector tee ms eee ee nil nil nil nil 

Oblisations-ta.Canada (reso. ceo eel eaters mene eee 210.0 210.0 210.0 210.0 

ROUILy OL Canada «2h aa. tccure nee ee Ee aan eee 417.2 407.7 432.5 434.6 
Cash from Canada in the period 

SE ADNOMCCAT Ye ak isaiiuMcrihacear gh area ae te moe Maer 1322 nil 3.0 3.0 


Ee eNOM-DUUPCIATY o... Pesci ee em Ree ate ees Cae nil nil nil nil 
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THE ST. LAWRENCE SEAWAY AUTHORITY 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1987 and the statements of operations, defi- 
cit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, The St. Lawrence 
Seaway Authority Act and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 15, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 
(in thousands of dollars) 


ASSETS ok a ee LIABILITIES 1987 1986 
Current Current 
Cash anditermidepositsis. see tte eee eee ee 9,071 2,248 Accounts paya Dlem tec ccsectss cere eet cremeeaeen eee 4,339 4,869 
Depositunitrusti(Note:3) mens eee eee eee 1,863 1,863 Accrued liabilities: (INote;3 mene ee eee eee 9,470 10,468 
Canada: bondsiiscc cose seen ne heen ieee tatoos 13,296 13.809 15.337 
Accounts receive Ble ace. ace Rk ee Se a rane 8,340 1,526 Caren Se 
sae neice Stes pegi rua rote nn re Sane Cea 5 ae nt Accrued employee termination benefits..............0....... 11,718 12,250 
PP EE aera Rat ee hOB as Rae ema ae Deferred interest (Note 9) .....cccsccsssssssssesssssesesssssveeeesen 210,000 210,000 
. 2 23)148°923,438 | QUIS) ee 250 
ong-terim receivables (INOte 4) meus eereeeteren eters eee 257 309 935.527.-237,587 
Investments ——————— 
ong-tenmunvestmentsi(NOLe >) scare ener 17,604 15,810 ; ; 
Deposits in Consolidated Revenue Fund (Note 6)............ 13,000 13,000 Contingencies (Note 12) 
Subsidiary/companiesi(Note}7)) seen seater eee 10 10 EQUITY OF CANADA 
Pee O OLA N28. S205) wei Contributed capital (Note.9) canenaizoreennntcsneeen 638,150 624,950 
Fixed iGNOte:8) 28 entree ert soe ero ct Ne a Sees 598,739 592,760 DSi cient ee on ene (220,919) (217,210) 
S RECNTERSU — 417,231 407,740 
652,758 645,327 652,758 645,327 
Approved: 
W. A. O’NEIL 
President 
R. J. FORGUES 


Comptroller and Treasurer 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 
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1987 1986 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
OLS Unease a Utes re8t oc tcew ere Va Seg er oe gl ace NO ee ier Cre | 24,874 27,133 52,007 52,007 47,798 
easestamndBivcenses mw mec ts a Pe re en re 490 2,030 2,520 90 2,610 2,376 
Ot eter eee. 3 iP cc ern oann ci he one ee I 1,308 464 Nei 992 2,764 1,816 
26,672 29,627 56,299 1,082 57,381 51,990 
Expenses 
Operating c,h cs toa ote bten i cn eee ol Sree s tien hohe 6,352 10,098 16,450 16,450 Ll83 
MaMITeN ane pre eeretin tier 5 acy etc a eeneiaiy ee Eee eee eee ame ee 8,926 12,376 21,302 ets 21,415 24,823 
AGMINIStLAtiON: 425..csetsas sen erin eee ee 4,442 4,784 9,226 326 9,552 9,217 
| a RENE COLES rie) thea ey ee Peta NN eR NON Ga, ee a 3,998 4,586 8,584 36 8,620 8,575 
IDE PReCiatlON meres tn). the eres Pe ee co 4,652 5,708 10,360 32 10,392 9,079 
Employ comenmiimatlOnyDen Clits men merce anes entnEeee 331 458 789 789 1,487 
28,701 38,010 66,711 507 67,218 70,364 
Income (loss) from operations before unusual items ...........c.c.ccc0cc0000... (2,029) (8,383) (10,412) 575 (9,837) (18,374) 
Unusual (expense) recovery items (Note 13) o...cccccccccccececccsececeseeceseeeess (2,882) 1,455 (1,427) (1,427) (12,274) 
Incomes(lOss) LOMMmOPeLAtlONS mentee eee e eee eee ee (4,911) (6,928) (11,839) 575 (11,264) (30,648) 
Investments ncomes. trill selec coc cite one hay re sie ee PSY} 2,471 4,624 78 4,702 5,893 
Income (loss) for the year before extraordinary item ..........cccccccceceese..- (2,758) (4,457) (7,215) 653 (6,562) (24,755) 
Insurancertclaimmmecovery (NOtes| 3)... 2.6) ee ey nee 2,853 2,853 2,853 
INetincomes(loss) forphesy Canes seen yee eae (2,758) (1,604) (4,362) 653 (3,709) (24,755) 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 
1987 1986 
Thousand 
Islands 
Seaway Bridge Total Total 


Deficit (retained earn- 
ings), beginning of the 
Verte. Soe veee ier. 219,251 (2,041) 217,210 192,455 


WOOL Wen ets so cles 4,362 (653) 3,709 24,755 


Deficit (retained earn- 
ings), end of the year ... 223,613 (2,694) 220,919 217,210 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1987 
(in thousands of dollars) 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 


1987 1986 under The St. Lawrence Seaway Authority Act and is classified 
Thousand as a parent Crown corporation under Schedule C Part I of the 
Islands Financial Administration Act. 
Seaway Bridge Total Total The Authority was established to construct and operate a deep 
waterway between the Port of Montreal and Lake Erie together 
Cash provided by (used with such works and other property, including bridges incidental 
in) to the deep waterway, as deemed necessary by the Governor in 
Operating activities Council. 
Income (loss) for the 
year before extraor- 2. Accounting policies 
Gin SEN TECIN cine G2i5) see (G552).5 28735) The financial statements have been prepared in accordance 
Add items not involving ; ; ar a A 
aa with accounting principles generally accepted in Canada. A sum- 
Depreciation ............ 10,360 32 10,392 9,079 mary of significant accounting policies follows: 
Provision for termi- co ac 
nation benefits ..... 789 789 1,487 (2) Supplics inventory 
Net change in work- Supplies inventory comprises equipment and supplies used in 
ing capital compo- the operation and maintenance of the Seaway and is recorded 
nents other than at cost. 
cash and cash 
equivalents ............ (8,347) (685) (9,032) 1,417 (b) Investments in subsidiary companies 
Insurance .claim. recov: re ess Investments in wholly-owned subsidiary companies are 
Cae ee : : recorded at cost. The financial statements of the subsidiary 
erent P 8 (1,560) (1,560) (12,772) companies have not been consolidated in these financial 
ee ye : : : statements because changes in the equity of the subsidiaries 
: ‘ Sati do not accrue to the Authority. Separate audited financial 
Financing activities San 3 5 
Contributedieapitalae 13,200 13,200 statements for each of the subsidiary companies are available 
Cash provided from to the public. 
financing activities .... 13,200 13,200 (c) Fixed assets 
er Fixed assets are recorded at cost. Replacements and major 
apres ne ACuviNGs improvements which increase the capacity of the deep water- 
Reduction in long-term d th timated ful: liv Sikes 
receivables .....ccccccceee 52 52 146 Way, systemor extend, Whe: SSUn gee Aste ty a eneee Te 
Purchase of treasury assets are capitalized. Repairs and maintenance are charged 
billgeeeaid eee © (3,732) (3,732) to operations as incurred and major betterments incurred to 
Purchase of long-term assure the reliability of the system are capitalized. The cost 
investment _ certifi- of assets sold, retired, or abandoned, and the related 
CLES. eeeccerreretecceeee (5,000) (5,000) accumulated depreciation are removed from the accounts on 
Fixed assets... (16,654) (16,654) (4,357) disposal. Gains or losses on disposals are credited or charged 
Proceeds from disposal to operations. 
of investments............ 6,938 6,938 20,748 D ihe ea Hédvusino the straichel thod-based 
Pealteds Cont dizpossl epreciation is recorded using the straight-line method base 
a aaxed assets i... 283 283 175 on the estimated useful lives of the assets. 
Cash provided by (used (d) Employee termination benefits 
oe Nev onaeniaye 4) (18,113) (18,113) Gane: Employees of the Authority are entitled to specified benefits 
Incresne decrease in on termination as provided for under labour contracts and 
cash position 0.0.00... (6,473) (6,473) 3,940 conditions of employment. The liability for these benefits is 
Cash position at begin- recorded in the accounts as the benefits accrue to employees. 
NING OMvedrn eee 17,407 17,407 13,467 ; 
a (e) Pension plan 
Cash position at end of 
CRIM a Reta ses 10,934 10,934 17,407 All employees of the Authority are covered by the Public 
Gosh compeed of Service Superannuation Plan administered by the Govern- 
Cash and term deposits 9,071 9,071 2,248 ment of Canada. Contributions to the Plan are required from 
Deposit in trust............. 1,863 1,863 1,863 both the employee and the Authority. These contributions 
Canada bonds................ 13,296 represent the total liability of the Authority and are recog- 
10,934 10,934 17,407 nized in the accounts on a current basis. 
(f) Thousand Islands Bridge 
Working capital position In September 1976, the Minister of Transport entrusted the 
ee ys, 93.148 Set 23,438 Authority with the management and operation of the Thou- 
Garrent habiliies 15.198 (1,389) 13.809 15.337 sand Islands Bridge, while the real property was vested in the 
7,950 1,389 9,339 8.101 name of Her Majesty in Right of Canada. Subsequent capi- 


tal expenditures made by the Authority to improve the 
Bridge have been recorded as fixed assets. The retained earn- 
ings of the Bridge represent its cumulative earnings since 
September 1976. 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Continued 


These financial statements have segregated the operations of 
the Thousand Islands Bridge on the premise that its manage- 
ment and operation by the Authority is independent of Sea- 
way operations. 


3. Deposit in Trust 


Pending the completion of the transaction on the settlement 
with railroads relative to the Welland By-Pass, the Authority has 
transferred funds for the full payment to a trust account, and an 
equivalent amount is included in accrued liabilities. 


. Long-term receivables 


The Authority has entered into long-term contractual agree- 
ments for the sale of one parcel of land and for the recovery of 
costs associated with the construction of certain facilities. Long- 
term receivables outstanding at March 31 are as follows: 


1987 1986 
(in thousands 
of dollars) 
542% interest, recoverable in blended annual install- 
ments of $28,000, maturing in 1995 ooo cccceeeeeeee 155 173 
Non-interest bearing, recoverable in annual install- 
ments of $33,952, maturing in 1990 o.o.....ccccccccccececese 102 136 
257 309 


. Long-term investments 


The long-term investment at March 31, set aside by the 
Authority in order to provide for future major capital improve- 
ment projects of The St. Lawrence Seaway and the rehabilitation 
of the Canadian span at the Thousand Islands Bridge, are as fol- 
lows: 


1987 1986 
(in thousands 
of dollars) 
Canada Bonds 
Cost, maturing on varying dates up to 1989 
Par value $9,000 (1986—$16,000) 
Market value $9,374 (1986—$16,016) oo... ccc 8,872 15,810 
Treasury Bills, maturing March 1988 
MarketawalueS3i/3 2am. ee het tn a eee Ba 32 
Investment Certificates, maturing March 1990 
Marketsvaluel$s:000 rte eee eee tee 5,000 


17,604 15,810 


. Deposits in Consolidated Revenue Fund 


Consolidated Revenue Fund deposits bearing interest, set aside 
by the Authority in order to provide for future payments of 
employee termination benefits, mature on March 31, 1989. 


. Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist of 
the following: 


No. of 
shares Cost 
$ 

Great Lakes Pilotage Authority, Ltd. (GLPA) .............. 15 1,500 
The Jacques Cartier and Champlain Bridges Incorpo- 

rated\(ICCB) ce, aes er eee l 100 
The Seaway International Bridge Corporation, Ltd. 

(STB GC) ere her oboe 6 Reyes ce eee 8 8,000 

9,600 


During the year ended March 31, 1987, the Authority provided 
JCCB with certain administration services for which it charged 
$595,000 (1986—$581,000). At March 31, 1987, $63,000 was 
outstanding (1986—$76,000). 

Each calendar year, SIBC pays a bridge user charge to the 
Authority (1986—$131,000; 1985—$307,000) to amortize the 
Authority’s construction and interest costs related to the North 
Channel Bridge. At March 31, 1987, $11.5 million (1986—$11.6 
million) in construction and interest costs remained unamortized. 

The Canadian Coast Guard provides the Authority with navi- 
gational aids services. The fee paid by the Authority for this ser- 
vice in 1986-87 amounted to $525,000 ($525,000 in 1985-86). 


. Fixed assets 


1987 1986 
Accu- 
Depre- mulated 
ciation depre- 
rate Cost ciation Net Net 


(in thousands of dollars) 


Seaway 

andere. eee 30,352 30,352 30,600 
Channels and 

Canals er 1% 249,108 66,184 182,924 185,416 
LOCKS a 1% 236,066 82,766 153,300 155,584 
Bridges and 

tunnels ......... 2% 88,325 36,207 $2,118 52,105 
Buildings ......... 2% 1 PASS) 6,521 5,632 5,868 
Equipment ...... 2-20% 25,928 9,929 15,999 9,197 
Remedial 

WOPKS! i. ce 1% 134,396 25,329 109,067 110,522 
Interest during 

construction 32,822 32,8225 32,022 
Works under 

construction 15,219 15,219 9,309 


ee 


824,369 226,936 597,433 591,423 
Thousand Islands 
Bridge 
Improvements . 2% apy? 246 1,306 1,337 
825,921 227,182 598,739 592,760 


Since the unpaid interest on loans from Canada may be for- 
given (see Note 9), no depreciation has been provided on interest 
of $32.8 million capitalized during construction of the Welland 
Modernization Project. 

Following the 1985 incidents and considering the age of the 
Welland Canal, the Authority has engaged consultants to exam- 
ine the detail and report on the structural condition of the system. 
The report was submitted during 1986 and, as a result a seven- 
year $175 million rehabilitation program has been devised to refit 
the Welland Canal and ensure a continued safe and reliable 
waterway into the 21st century. The program consists of refurb- 
ishing of lock walls, stabilizing the canal banks and approach 
walls, and rehabilitating ancillary structures. 

A study on the useful life of fixed assets with emphasis placed 
on an in-depth review of the present depreciation policy has also 
been undertaken. 


. Equity financing 


As of April 1, 1977, loans from Canada of $624.95 million were 
converted to equity by parliamentary appropriation. This amount 
was recorded as contributed capital. The unpaid interest of $210 
million on these loans was not converted and is reflected on the 
balance sheet as deferred interest. This deferred interest, on which 
no further accrual of interest is required, is not classified as a cur- 
rent liability because the Crown Corporations Directorate of the 
Department of Finance and Treasury Board is currently studying 
this matter with a view to obtain approval from Parliament to 
have the unpaid interest forgiven. Upon forgiveness, $32.8 million 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


will be credited to fixed assets (see Note 8) and $177.2 million 13. Unusual and extraordinary items 


IP 


will reduce the deficit. 

The parliamentary appropriation authorizing the 1977 conver- 
sion of loans from Canada to equity also authorized the Minister 
to fix, from time to time, the amount that shall be paid by the 
Authority annually out of its toll revenue as a return on capital. 
No return on capital has been required to be paid for the years 
ended March 31, 1987 and 1986. 


During the course of the year, because of the 1985 incidents on 
the Welland Canal and at the bridges in the Montreal-Lake 
Ontario Section, the Authority has incurred unusual maintenance 
and legal expenses. 

The amounts are summarized as follows: 


During 1986 the Government of Canada approved a budgetary 1987 1986 
equity infusion to finance the Welland Canal Rehabilitation Pro- Montreal- 
gram for an amount not to exceed $175 million over a period of Lake 
seven years as follows: Ontario Welland Total Total 
Gusniitions (in thousands of dollars) 
of dollars) Unusual mainte- 
nance (expenses) 
LOSES Te ete oe 132) recoveries soonest (2,475) 1,519 (956) (11,218) 
1987-88 cee en eee GR as 24.5 Legal and engineer- 
TORRE ROR AN ecoe Oe 25.4 ing SMe 
ISO -O0) staan de sctbenacrteretiry sande eee eect io cearorere teenies cst 26.9 (expenses) ............. (407) (64) (471) (1,631) 
1'99.0 20,1 NERRE ee RE PEON OUP i cri oe 27.3 (2,882) 1,455 (1,427) (12,849) 
199 TOD Ng sieh ec aematie ee suntan ee RAe onan. ct ce OS. 28.7 Less adjustments to 
TS Fee rt eee en Ecco cholerae epost earner a Aaccee 29.0 accounts re: settle- 
HA a ERROR Pa MEE POI ey A tect 175.0 ment with public 
—= utility and others . B(S75) 
(2,882) 1,455 (1,427) (12,274) 


As at March 31, 1987, $7.2 million of the approved equity infu- 
sion was received. The balance of $6.0 million is included in 
accounts receivable and was received subsequent to the year end. 


. Income taxes 


The Authority, as a prescribed Federal Crown corporation, is 
subject to the provisions of the Income Tax Act; the Corporation 
has incurred substantial losses in prior years which can be carried 
forward and applied against taxable income of future years. 

The Authority is not subject to any provincial income taxes. 


. Commitments 


At March 31, 1987, contractual obligations for capital and 
other expenditures amounted to $.8 million (1986—$2.6 million). 


Contingencies 


Following the blow-out of a section of a wall at Lock 7 in Octo- 
ber 1985, fifty-two court actions totalling $26.9 million were 
instituted against the Authority by shipping companies alleging 
economic losses suffered. In the previous year, as a result of the 
breakdown of the Valleyfield Bridge in November 1984, sixty- 
nine court actions totalling $23.0 million have been instituted. 
The Authority is contesting all these claims, however, their out- 
come cannot be determined at this time. 

The Authority is also the claimant or defendant in certain other 
pending or threatened claims and lawsuits. 

It is the opinion of management that these actions will not 
result in any material losses to the Authority. 

Renewal of insurance against economic losses suffered by other 
parties could not be obtained. 


The Authority also recovered from its insurers $2,853 thousand 
as a settlement in full for the loss of property due to the collapse 
of the Robin Hood Wall during 1983-84. 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
APPENDIX 1 


THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1987 and the state- 
ments of operations, deficit and changes in financial position for the 
year then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, as well as the 
charter and by-laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 1, 1987 


BALANCE SHEET AS AT MARCH 31, 1987 


sss 


ASSETS 1987 1986 LIABILITIES 1987 1986 
$ $ $ $ 
Current Current 
Cashtanditenmideposits 2.98. sane ee. 3,752,041 3,990,774 Accountsipaya blemteree ee ee oe 1,519,658 1,471,053 
Accounts receivable wrest Gee SORIA BL Ae 260,866 IAS) SHS} Due to parent company...............cccccccceeeeeeees 72,334 46,321 
Due fromi@anadats. We. eee eae Ok, ae. 1,129,313 875,159 Deferredirevenvies; 1) eee eee 358,712 372,416 
5,142,220 5,081,306 1,950,704 1,889,790 
Fixed Long-term 
BEN fe ees ee, ee ee ae 3,785,545 3,785,545 Provision for employee termination benefits. 640,390 667,843 
3S (ePefepi ala ter ead ge” a NS Nae at Tires 8 ta ad 73,276,394 73,276,394 Loans from Canada (Note 3) ..........ccccccceee 66,242,472 66,242,472 
NWeniclestang CqUIDMent ste. er eee ee 678,553 658,609 Interest in arrears (Note 4) ................0.0.0.000-- 44,513,580 44,513,580 
77,740,492 77,720,548 111,396,442 111,423,895 
Less: accumulated depreciation ........0....0.0ccc: 57,674,813 56,601,673 ij 13j347 146d 13,913,685" 


20,065,679 21,118,875 
SHAREHOLDER'’S DEFICIENCY 


Capital stock 
Authorized—S0 shares without par value 
Issued and fully paid—1 share..............0..0..... 100 100 
Capital deficiency (Note 5) .............:.--ccc0-s000-- (71,713,153) (71,731,472) 
Deficient eee itis onc sts tebdccearsscecoedl (16,426,194) (15,382,132) 
(88,139,247) (87,113,504) 
25,207,899 26,200,181 25,207,899 26,200,181 


\pproved by the Board: 


VILLIAM A. O’NEIL 
director 


ACQUES Y. LAVIGNE 
director 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
APPENDIX 1—Continued 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Continued 


STATEMENT OF OPERATIONS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1987 MARCH 31, 1987 
1. Authority and activities 
Jacques The Jacques Cartier and Champlain Bridges Incorporated was 
Cartier = Champlain Total established under the Canada Business Corporations Act on 
Bridge Bridge 1987 1986 November 3, 1978 and is a wholly owned subsidiary of The St. 
$ $ $ $ Lawrence Seaway Authority, which is a Crown corporation 
Revenues named in Part I of Schedule C to the Financial Administration 
Tolls 2 ee 6,948,975 6,948,975 6,515,257 Act. 
Ree ceersecreesaratr tii 88,151 264,453 352,604 = 347,627 The Corporation is partially dependent on the Government of 
CD Re eer 56,316 136,014 192,330 162,485 Canada for its financing. 
144,467 7,349,442 7,493,909 7,025,369 } q 
Breen: Se Effective December 1, 1 978, the Corporation assumed the 
Operation .ccccscccssenee 1,223,556 3,075,752 4,299,308 3,906,647 responsibility for the operation, maintenance and control of the 
Maintenance oo... 1,835,431 3,027,467 4,862,898 5,259,258 Jacques Cartier and Champlain bridges and of a portion of the 
Administration ............. 559,155 1,479,589 2,038,744 1,695,195 Bonaventure Autoroute, situated in the Montreal area. 
Depreciation ................. 76,234 1,031,781 1,108,015 1,117,358 wie ; ae 
3,694,376 8,614,589 12,308,965 11,978,458 2 Sencar accounting policies 
Loss for the year ov... 3,549,909 1,265,147 4,815,056 4,953,089 Fixed assets 
Fixed assets acquired from the National Harbours Board (now 
STATEMENT OF DEFICIT Canada Ports Corporation) on December 1, 1978 were recorded 
FOR THE YEAR ENDED MARCH 31, 1987 at their then book values. Subsequent additions are recorded at 
cost. 
1987 1986 Fixed assets are depreciated over their estimated economic lives 
aS § a aT oer using the straight-line method, at the following rates: 
Jacques Cartier Bridge 4.8% 
Balancevatibeginning of thesyean ccc cece ence ces 15,382,132 14,208,792 Champlain Bridge 2.5% 
Loss for the ASE tak ae ce saad noes bhi er spe StA ane bosscosecebepeboniconecnopeeS 4,815,056 4,953,089 Vehicles and equipment 10% and 20% 
20,197,188 19,161,881 : : 
Parliamentary appropriation—Operations ..................... 3,770,994 3,779,749 The cost of the portion of the Bonaventure Autoroute for which 
Baaneha ene bi enetea eine MANDIeNRCOIE OL! 16,426,194 15,382,132, the Corporation is responsible and the initial cost of the Jacques 
a Cartier Bridge are fully depreciated. 
STATEMENT OF CHANGES IN FINANCIAL POSITION ANCL UL NE eases 
FOR THE YEAR ENDED MARCH 31, 1987 The amount of the parliamentary appropriation used to cover 
the loss for the year is reflected in the statement of deficit. In this 
ae Cn regard, operating expenses do not include depreciation and any 
; ; change in the provision for employee termination benefits. 


The balance of the parliamentary appropriation, used to finance 


Operating activities the acquisition of fixed assets, is accounted for in the capital def- 


INetHlosssfortheyeareeemeetertte c.f ceed. (4,815,056) (4,953,089) iciency 
Non-cash items : 
Depreciationt cor ee ere eee 1,108,015 1,117,358 Any balance of the parliamentary appropriation required to 
Increase (decrease) in the provision for finance the loss for the year and not received at the year end is 
employee termination benefits .................. (27,453) 55,982 shown as an amount due from Canada. Any parliamentary appro- 
Gain on disposal of fixed assets... (Soh00) mre priation received in excess of requirements is recorded as due to 
(3,770,994) (3,779,749) Canada. It is the Corporation’s policy to reimburse this amount in 
Changes in non-cash items of working capital... 15,421 83,731 the following fiscal year. 
(3,755,573) (3,696,018) 
Investing activities Deferred revenues 
Additions to fixed assets ......00:...:ceciesceecientee (54,819) (63,777) The estimated value of unredeemed toll tokens and tickets as 
Proceeds from the disposal of fixed assets............ 36,500 1,367 well as rental revenues collected in advance are recorded as 
(18,319) (62,410) deferred revenues. 


Rindnciag activities Employee termination benefits 


Parliamentary appropriation.............:..::c.scssereeeee 3,789,313 3,842,159 
Cash and cash equivalents oT ee On termination of employment, employees are entitled to cer- 
Increase for the year .......ccccecssscsssesssseesseersseeseveeee 15,421 83,731 tain benefits provided under their collective agreements and their 
Balance at beginning of the year.............cccee 4,865,933 4,782,202 conditions of employment. The cost of these benefits is expensed 
Balance at end of the year (*) ...........:c0:ceeeeee: 4,881,354 4,865,933 in the year in which they are earned. 
(*yCashvand term deposits ace n ete eran: 3,752,041 3,990,774 
Due fromuGanadar were ee eee 1,129,313 875,159 


4,881,354 4,865,933 


Working capital position at year-end 
Cunrentassets ener ee earners 5,142,220 5,081,306 
Cumrentiliabilitiesic es ene oe ce ce eee 1,950,704 1,889,790 


3,191,516 3, 1915516 
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HE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
PPENDIX 1—Concluded 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


Pension plan 5. Capital deficiency 


Employees participate in the Superannuation Plan administered 
by the Government of Canada. The employees and the Corpora- 
tion contribute equally to the cost of the Plan. This contribution 
represents the total liability of the Corporation. Contributions in 
respect of current service and of admissible past service are exp- 
ensed when paid. The terms of payment of past service contribu- 
tions are set by the applicable purchase conditions, generally over 
the number of years of service remaining prior to retirement. 


Expenses 


Expenses incurred with respect to the portion of the Bonaven- 
ture Autoroute for which the Corporation is responsible are 
included with those for the Champlain Bridge. 


Income tax 


As a federal Crown corporation, the Corporation is not subject 
to provincial income tax. However, it is subject to the federal 
Income Tax Act from the fact that its parent corporation has been 
prescribed by regulation under that Act to be a federal Crown 
corporation. It has incurred substantial losses in prior years which 
can be carried forward and applied against taxable income of 
future years. 


. Loans from Canada 


$ 
Gertiticateonindebted nesses eee eee mice nn een $9,752,867 
Advance .......... iy ahGe aT eee Ree a eT Pe ee RRC 6,489,605 


66,242,472 


The certificate of indebtedness, dated April 1, 1981, does not 
bear interest and does not carry a definite due date nor terms of 
repayment. 


The advance, which bears no interest, was recorded in the 
accounts of Canada as a non-active loan and charged to the 
accumulated deficit of Canada when it was made. 


. Interest in arrears 


Accumulated simple interest as at March 31, 1981, on loans 
from Canada, is recorded on the balance sheet as long-term since 
the Corporation does not foresee paying it, in whole or in part, 
during the next fiscal year. This interest does not include the 
interest since 1962 on a 2 3/4% loan in the amount of $7,576,000 
issued with respect to the Jacques Cartier Bridge. The recording 
of this interest was discontinued when the tolls on this bridge were 
abolished. 


When the Corporation took possession of its fixed assets on 
December 1, 1978, it also assumed the related debt obligations. 
The excess of such debts over the book value of the assets 
acquired at that date amounted to $72,448,371 and was recorded 
as a capital deficiency. The capital deficiency was reduced during 
the year by $18,319 ($62,410 in 1986) representing the parlia- 
mentary appropriation for financing the acquisition of fixed 
assets. 


. Related party transactions 


Related party transactions not otherwise disclosed in these 
financial statements are as follows: 


Operation services are received from the Montreal Port Corpo- 
ration. Both corporations have agreed on the value of the services 
rendered on a regular basis to December 31, 1986. Since January 
1, 1987 the Corporation has been invoiced for these services on an 
interim basis. The amount thus invoiced for the year ended March 
31, 1987 amounts to $2,520,362 ($1,594,800 for 1986) of which 
$170,084 was unpaid as at March 31, 1987 ($132,900 as at 
March 31, 1986). The difference between the recorded amounts 
and those that shall be agreed upon will be accounted for when a 
final settlement will have been reached. 


Administrative services from the parent company amounted to 
$594,718 ($580,506 in 1986). As at March 31, 1987, an unpaid 
balance thereon of $62,588 ($45,820 in 1986) is included in the 
amount due to the parent company. The Corporation estimates 
the cost of such services for the next year to be approximately 
$607,000. 


. Contingencies 


In connection with its operations, the Corporation is the claim- 
ant or defendant in certain pending claims and lawsuits. It is the 
opinion of management that these actions will not result in any 
material liabilities to the Corporation. 


re 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
APPENDIX 2 

THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. 
AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The Seaway International 
Bridge Corporation, Ltd. as at December 31, 1986 and the statements 
of operations and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act, The St. Lawrence Seaway Authority Act 
and by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
March 6, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 


ee 
ooo eee _5o ll SS Oe 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Gashianditermideposits eacnese Sacco sae ae eee 364,726 141,537 Accounts payable and accrued liabilities ........0...0..0...0. 64,573 67,496 
Accounts irecelva O16 ars. sentra ne cee rese grate ee 8,977 290,139 Due to The St. Lawrence Seaway Authority.................... 31,404 106,794 
373,703 431,676 Deferredirevenuei ns voce coe sen iac tists hcctcasncecnreenteaee 21,969 19,030 
Fixed 117,946 193,320 
OSU corer nescence tac aei ease See SLC Meee SEES Sean chee oS 194,017 171,755 
Less-accumilated depreciation s scence actrees 140,127 130,516 Long-term 
53,890 41,239 Accrued employee termination benefits............0..c:00cc 293,647 263,595 
Debentures: payable(Note3) sree ee ee 8,000 8,000 


301,647 271,595 
419,593 464,915 


SHAREHOLDER'’S EQUITY 
Capital stock 
Authorized—An unlimited number of common shares 
Issued and fully paid—8 shares ........0....0ccccsseeeeerereeeeeees 8,000 8,000 
427,593 472,915 427,593 472,915 


Approved by the Board: 


WILLIAM A. O’NEIL 
President and Director 


JAMES L. EMERY 
Vice-President and Director 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.— Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1986 


1986 
$ 
Revenues 
TLOMSS Otte aoe, eae, OU weed OE ag ay 1,479,380 
Reitalstee metre 20 .o- NOR | 5 ee RU Ee dale 66,978 
TLC TES eer ene ee tome, AOE i Wen Re ae ey en 20,847 
Otheee ener Ne cmt er es eee 6,154 
1,573,359 
Expenses 
Salaries and employee benefits .......0......cccccccccseseseeseee. 966,939 
Maintenance, materials and services................0.......... 289,000 
[nsurancey 429) SS POR tn oe ee ty) 82,475 
Employee termination benefits .....0..0.....ccccccccccesceseeeeee 30,052 
Rental of toll collection machines ...............cccccccccecsceee 14,235 
BLectricitypecarmrmrt seston ce tant tents ca. Un ccares 13,409 
Olficesupplics® 9 oe 0 Ae ee ee 11,679 
Depreciationieer srsten eee ee co, ae 9,611 
Grants in lieu of municipal taxes ......0...cccccceceeeceseeceses 6,000 
BLOlesslOnalservices sae nee eee ee 2,440 
ZAGVCTLISIN pram rican ster Bai eh We ened ete PIN ae 1,211 
OT8 ITS Pian cite Ng ee Rt ae Pees COIN creel es tote ate 14,904 
1,441,955 
Excess of revenues over expenses due as bridge user 
charge\(Note 4) bance nen ee ee 131,404 


1985 
$ 


1,422,455 
65,314 
26,432 

7,588 


1,521,789 


869,669 
179,997 
39,852 
34,783 
14,416 
12,250 
UNEe 
7,671 
9,000 
15,547 
10,381 
14,290 


1,214,995 


306,794 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1986 


ee 
——$RKLK——————————————————— 


1986 
$ 
Operating activities 
Cash provided from (used in) operations 
Excess of revenues over expenses due as a bridge 
USCHCNAT RG crew cae hc eee ten ee tee 131,404 
Items not requiring cash 
Employee termination benefits ...0..0......0.c.ccccse. 30,052 
Depreciation an.cas ee ee ne 9,611 
171,067 
Increase (decrease) in accounts payable and accrued 
Habilities cron otc vine an, ae ee (2,923) 
Decrease (increase) in accounts receivable................. 281,162 
Increase in deferred revenue .............ccccccscsceseccseseeeeseeee 2,939 
Payments to the St. Lawrence Seaway Authority for 
brdeeusercharge ween nan ee ee (206,794) 
245,451 
nvesting activities 
ZACGITIONS tOfIXEG ASSETS ves beariaanrarctacaeecieees. (22,262) 
mcredse,(decrease) in cashes... ee ee 223,189 
‘ash and short-term deposits, beginning of the year-..... 141,537 
‘ash and short-term deposits, end of the year................ 364,726 
Vorking capital position at year-end 
RSUTPENUASSCIS cite coer ere tn eee et ere eee 373,703 
Se irrenteiia Dies ©. <2 eet xe ett Aiea ere eres 117,946 
255,757 


1985 
$ 


306,794 


34,783 
7,671 


349,248 


19,749 
(283,538) 
1,219 


(234,321) 
(147,643) 


(6,698) 
(154,341) 
295,878 
141,537 


431,676 
193,320 


238,356 


ee 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and activities 


The Seaway International Bridge Corporation, Ltd. is a Crown 
corporation pursuant to the Financial Administration Act and is a 
wholly-owned subsidiary of The St. Lawrence Seaway Authority, 
a parent Crown corporation named in Schedule C Part I of the 
aforementioned Act. The Corporation was incorporated under the 
Canada Corporations Act in 1962, continued under the Canada 
Business Corporations Act, and is subject to The St. Lawrence 
Seaway Authority Act. Its purpose is to operate and manage the 
international toll bridge system between Cornwall, Ontario, and 
Rooseveltown, New York, on behalf of The St. Lawrence Seaway 
Authority and the Saint Lawrence Seaway Development Corpora- 
tion. 


. Accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. A sum- 
mary of significant accounting policies follows: 


Bridge user charge 


As described in Note 4 to the financial statements, the Corpo- 
ration is required to distribute as a bridge user charge its excess of 
revenues over expenses. Payments are dependent on the Corpora- 
tion’s ability to generate excess revenues. Accordingly, the unpaid 
balances to The St. Lawrence Seaway Authority and the Saint 
Lawrence Seaway Development Corporation are not recorded as a 
liability in the books of the Corporation. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. The cost of the North Chan- 
nel Bridge is recorded in the books of The St. Lawrence Seaway 
Authority and is being amortized over a period of 50 years. Costs 
incurred by the Corporation relating to the Bridge which do not 
extend its estimated useful life are expensed. 

Depreciation is based on the estimated useful life of the assets 
calculated on the straight-line method at the following annual 
rates: 


Automotive 20% 
Maintenance equipment 10% to 20% 
Office and toll equipment 10% 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under the conditions of employment. The liability for 
these benefits is recorded in the accounts as the employees become 
entitled to the benefits. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the Plan are required from both the employee and the Corpora- 
tion. These contributions represent the total pension liability of 
the Corporation and are recognized in the accounts on a current 
basis. 


Deferred revenue 
Revenue from unredeemed toll tokens is deferred. 


. Debentures payable 


These debentures, due on December 31, 2012, are non-interest 
bearing and payable to the Saint Lawrence Seaway Development 
Corporation. 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


4, 


Bridge user charge 


By agreement between The St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation, the 
annual excess of revenues over expenses of the Corporation is due 
as a bridge user charge; first, to the Authority to offset the amort- 
ization of the cost of the North Channel Bridge together with 
interest; then to the Saint Lawrence Seaway Development Corpo- 
ration to offset the amortization of a $300,000 contribution 
towards the cost of the Raquette River Bridge; and the balance, if 
any, is then divided equally between both parties. 

All bridge user charges since the commencement of the Corpo- 
ration’s operations have been paid to The St. Lawrence Seaway 
Authority. At December 31, the unpaid balance of the total cost 
of the North Channel Bridge was as follows: 


1986 1985 
$ $ 
Costioficonstructione nee eee 8,539,695 8,539,695 
Interest Hone eee cater eet irr eee ee 7,860,462 7,860,462 


16,400,157 16,400,157 
Less: bridge user charges 


Beginningrofiyearmem anne eee 4,798,112 4,491,318 
Currentcharge nia: ee SO eee 131,404 306,794 
Endiofiyeans ere. eee) See» 4,929,516 4,798,112 
Unpaid balance to The St. Lawrence Seaway 
‘Authority 10% ek SOU RIC ed eee nite: 11,470,641 11,602,045 
. Bridge use 


With the approval of the Canadian Transport Commission, the 
Corporation has continued the practice of providing free usage of 
the bridge system to certain North American Indians. This repre- 
sents a substantial portion of the Bridge traffic. 


. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, The St. Lawrence Seaway Authority pro- 
vides to the Corporation, without charge, certain engineering and 
administrative support services. 


. Commitments 


The Corporation has entered into a long-term lease for the 
rental of toll collection facilities and equipment which will expire 
in 1987. The minimum annual rental payment which will be paid 


in that year is $11,700. 
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SUMMARY PAGE 
STANDARDS COUNCIL OF CANADA 


MANDATE 
To foster and promote voluntary standardization in fields relating to construction, manufacture, production, quality, 


performance and safety of buildings, structures, manufactured articles and products, and other goods not expressly 
provided for by law, as a means of advancing the national economy, benefiting the public and protecting consumers. 


BACKGROUND 


The Council coordinates the activities of organizations involved in standardization in Canada, and represents Canada 
in international standardization organizations. 


CORPORATION DATA 
HEAD OFFICE Suite 1200 
350 Sparks Street 
Ottawa, Ontario 
K1P 6N7 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 
DEPARTMENT Consumer and Corporate Affairs 
YEAR AND MEANS 1970; by the Standards Council of Canada Act (R.S.C. 1970, 
OF INCORPORATION Ist supplement C-41). 
CHIEF EXECUTIVE John R. Woods 
OFFICER 
CHAIRMAN Georges Archer 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1986-87 1985-86 1984-85 1983-84 
At the end of the period 


SRM BA SSCL i cl Sh ts ctne Sonor asad REMC Oe OMe MI ee dec 3.0 ae eye. 4.0 

Obligations tothe’ private sector? .o.5..cccscsve-cccescedeectestacesvesicencover nil nil nil nil 

DU saOns OC ADAG nee hn teta ee et en es nil nil nil nil 

Biguity Ob Canada |. ooo na okt eer eeererernmee | 1,9 Pap. 4.4 3.4 
Sash from Canada in the period 

SEAT: Ir2 OT Deena prrerrmarcnaceetencese a1 amereparatren me cek cine ee ae St he fH bd 6.6 6.0 

B— TOR-DUGRELATY. nn ap ics | menial, Senne thee rand nil nil nil nil 


‘ Net of amounts returned to Canada (1985-86, $0.9 million; 1986-87, $0.2 million). 
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STANDARDS COUNCIL OF CANADA 
AUDITOR’S REPORT 


TO THE STANDARDS COUNCIL OF CANADA 
AND THE 
MINISTER OF CONSUMER AND CORPORATE AFFAIRS 


I have examined the balance sheet of the Standards Council of 
Canada as at March 31, 1987 and the statements of operations, sur- 
plus and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1987 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Council that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Standards 
Council of Canada Act and by-laws of the Council. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 29, 1987 


BALANCE SHEET MARCH 31 


Deen eee ee eee ee eee ee ee 


ASSETS 1987 1986 


$ $ 


Current 


Cash and'short=termideposits! 2. .0...8--02-ache-.4--c ee: 1,824,379 2,768,726 


Acorued interes teesue erate ee ere ee eee 25,561 24,231 
Accounts receivable 
Government OL. Canad ayers ee ere pete 151,311 97,227 
OSU so) entre centenicch tire natal du, ete Nee 6 Penmaes ah aR 153,191 132,742 
Prepaldiexpenses man ewer tear: centers ares 416,844 128,100 


2,571,286 3,151,026 
Fixed 
Office furniture and equipment (Note 3) ................ 


388,669 184,104 


29595955" 353355130 


Approved by the Council: 


GEORGES ARCHER 
President 


JOHN WOODS 
Executive Director 
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LIABILITIES 1987 1986 
$ $ 

Current 

Accounts payable and accrued liabilities .......0.000000.... 527,658 576,410 

G@ustomerand! other depositsies es eee 95,913 65,425 

Deferredisales: revenulesetan ere ec eee 127,786 

Payable to Government of Canada.............:ccce 199,000 

751,357 840,835 

Long-term 

Provision for employee termination benefits ............. 286,818 253,371 


1,038,175 1,094,206 
EQUITY OF CANADA 


Sirplusy tee eee eee ee er ay tea anes en enn 1,921,780 2,240,924 


2,959:9559 73S osS0 
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STANDARDS COUNCIL OF CANADA—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 3] 


1987 1986 
$ $ 
Expenses 
Salaries, wages and employee benefits................. 3,047,397 2,886,456 
SAO) Sea ie octet Geet toe cere cP een eae, 1,126,616 1,072,963 
Direct cost of standards purchases .............6......... 803,752 422,974 
Membership in international Organizations......... 741,762 506,650 
Publications and DING gi eee 720,494 588,898 
Financial assistance to standards-writing organ- 
izations 648,320 694,166 
Office accommodation 359,959 355,401 
Public relations 326,432 149,248 
Professional and special services 304,120 293,453 
Telephone and postage 245,526 222,510 
International secretariat costs 180,953 178,282 
Depreciation 101,842 PB 277, 
Rental of office equipment 62,493 69,110 
Meetings 47,252 48,227 
Office supplies 41,696 35,668 
Other IES 97, 109,435 
General Meeting of the International Elec- 
trotechnical Commission................................. 332,754 
8,870,211 8,039,472 
Less: GATT Enquiry Point Operating costs 
recovered from Department of Ex- 
termalsATioirsmeen nu mene tae ee ne 341,000 327,464 
costs of development assistance programs 
recovered from Canadian International 
Development Agency (CIDA) eee 31,925 21,181 
8,497,286 7,690,827 
Revenues 
puleiol standards... cote 963,881 580,710 
Patcrestincome cant. hin oe 249,096 452,980 
LTS sass dil UEP CE ae ts a 30,165 19,591 
Contributions for Genera! Meeting of the Inter- 
national Electrotechnical Commission... 114,940 
1,243,142 1,168,221 
MROSE OP OPCLALIONS 525 4 Joos occ ce coccscass 7,254,144 6,522,606 
Parliamentary appropriation 
Consumer and Corporate Affairs Vote 20... 6,935,000 5,424,000 
Less: amounts paid or payable to Government 
of Canadame nicer ome teen Na 1,099,000 
6,935,000 4,325,000 
Deficiency of parliamentary appropriation over 
cost of operations for the year... (319,144) (2,197,606) 


STATEMENT OF SURPLUS 
FOR THE YEAR ENDED MARCH 31 


1987 1986 
$ $ 

Appropriated (Note 4) 

Balance at beginning of the year.......................... 827,036 1,045,350 

Less. released during the year, net........................ (237,317) (218,314) 

Balance at end of the VEAT Die ee ee $89,719 827,036 
Unappropriated 

Balance at beginning of the year...................... : 1,413,888 3,393,180 


Deficiency of parliamentary appropriation over 
cost of operations for the year... oc... 
Released during the year, netoo.0o. ooo coocccccccosceee 


Balance at end of the year ooo... ccc cccccccosceesseesseee 


(319,144) (2,197,606) 
237,317 218,314 


1,332,061 1,413,888 
1,921,780 2,240,924 


ee ea 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 


Operating activities 


(319,144) (2,197,606) 


Depreciation, cease ee 101,842 TEV OTH 
Employee termination benefits ................ 77,669 67,982 
(139,633) (2,056,347) 
Payment of employee termination benefits... (44,222) (41,825) 
Changes in current liabilities and current assets 
other than cash and short-term deposits .......... (454,085) 313,925 


Cash and short-term deposits used in operating 


ACUVINIGS re aie kc Meats I rag (637,940) (1,784,247) 


Investing activities 


Purchase of office furniture and equipment ....... (306,407) (74,899) 


(944,347) (1,859,146) 


A Acz:| Wieseeno Ca Peta yh Ber rtretimes teen eee 
Cash and short-term deposits at end of the year Ae 


2,768,726 
1,824,379 


4,627,872 
2,768,726 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987 


1. Authority and objectives 


The Standards Council of Canada was created by Parliament 
as a corporation under the Standards Council of Canada Act in 
1970 to be the national co-ordinating body for voluntary stand- 
ardization. The Council is a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. The Council car- 
ries out its task through the National Standards System, a federa- 
tion of accredited organizations concerned with standards-writing, 
certification and testing. 

The objectives of the Council are to foster and promote volun- 
tary standardization in fields relating to the construction, manu- 
facture, production, quality, performance and safety of buildings, 
structures, manufactured articles and products and other goods 
and to further international co-operation in the field of standards. 


2. Significant accounting policies 


(a) Office furniture and equipment 


Office furniture and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful 
life of the assets as follows: 


Furniture 
Equipment 


5 years 
4 years 


(b) Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of 
employment. The liability for these benefits has been 
recorded in the accounts as the benefits accrue to the 
employees. 


(c) Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and 
the Council. Contributions with respect to current service are 
expensed in the current period. 
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STANDARDS COUNCIL OF CANADA—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1987—Concluded 


3. Office furniture and equipment 


March 

Sk 

March 31, 1987 1986 

Accu- 

mulated Net Net 

deprecia- book book 

Cost tion value value 

$ $ $ $ 
Office furniture ......... 127,258 80,516 46,742 40,725 
Office equipment....... 555,605 213,678 341,927 143,379 
682,863 294,194 388,669 184,104 
————————————————————————————————————————— 
4. Appropriated surplus 
gota Marcn lees 
1987 1986 
$ $ 
Reserve toward future cost of in-house elec- 
tronic data processing facility .............:c00 262,683 500,000 
Reserve toward cost of hosting the Pacific 

Area Standards Congress XII in 1988 .......... 100,000 100,000 
Reserve for contingencies ..............:c.ccceeeeeeeee 227,036 227,036 


589,719 827,036 


5. Lease commitment 


The Council has accepted an offer to lease office space at its 
present location for a five-year term commencing June 1, 1987. 
The future minimum annual rental under this agreement is 
$382,305. 
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SUMMARY PAGE 


TELEGLOBE CANADA 


MANDATE 


To establish, maintain and operate, in Canada and elsewhere, international telecommunications services for the 
conduct of public communications. 


| BACKGROUND 


_ systems for Canada. The transfer of this business to a subsidiary and the sale of the latter to Memotec Data Inc. was 
announced by the government on February 11, 1987 and, with the proclamation of the Teleglobe Canada 
_ Reorganization and Divestiture Act, took place on April 3, 1987. Teleglobe Canada will be dissolved once the 
_ accounting for the transfer has been completed. 


CORPORATION DATA 


_ HEAD OFFICE 680 Sherbrooke Street, West 


Montreal, Quebec 
H3A 284 
| STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Barbara McDougall, P.C., M.P., 
Minister of State (Privatization) 
YEAR AND MEANS 1949; by the Canadian Overseas Telecommunications Act (Ros. 
OF INCORPORATION 1970, C-11). 
CHAIRMAN AND CHIEF Jean-Claude Delorme 
EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Late in 1984, the financial year-end, which had been March 31, was changed 
to December 31. 


9 months to 
| 1986 1985 Dec. 31, 1984 1983-84 
At the end of the period 
Rc rAssetse ts 2) 28 a A. ek ne Oe 502.4 524.9 574.6 520.0 
Obligations to the private sector oo... cece. a7 66.5 68.3 64.4 
prolisaninns to. Canada «9251s. een ee ee 2.6 3.9 aD 50 
Be UILYOL Cavin days. cen cae en 290.3 307.4 362.2 a2 52) 
Cash from (to) Canada in the period, net 
Be DUOUCLAT YE ce) ec ee a ee a ee (80.0)*  (108.1)* nil nil 
Pep DOD: DUGECIALY 200.0 ule ue eae hn ac Se (1.3) fics) (0.6) (323) 


*Remitted to Canada as dividends. 
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TELEGLOBE CANADA 
AUDITOR’S REPORT 


TO THE PRESIDENT OF THE TREASURY BOARD 


I have examined the balance sheet of Teleglobe Canada as at April 
3, 1987 and the statements of income and retained earnings and 
changes in financial position for the period of 93 days then ended for 
the purposes set out in Note 1. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at April 3, 1987 and the results of its 
operations and the changes in its financial position for the period of 93 
days then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year, 
on a going concern basis, without taking into account any transaction 
related to the Corporation’s privatization, including the creation of a 
wholly-owned subsidiary on April 2, 1987, as outlined in Note 12. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Tele- 
globe Canada Act and regulations and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 18, 1987 


BALANCE SHEET (NOTE 1) 
(in thousands of dollars) 


oe ee ee 


ASSETS April 3, | December 31, LIABILITIES April 3, | December 31, 
1987 1986 1987 1986 
Current Current 
Cash and temporary investments, at cost IACCOUNES Daa DiGne ses eetn ere reraet eee eartetes 95,589 89,427 
(approximates market value) .............cece 108,724 92,909 Intcomertaxspayablewen eee reece 8,643 13,406 
ACCOUNTS TeECoIVa DIG = ee ee eee eee gee 100,797 96,723 Portion of long-term debt due within one year 
PrepatdiexpenSeSiece. coerce 1,528 1,827 (INotesS ire es ce ceceer es reer ener 8,690 9,371 
211,049 191,459 112,922 112,204 © 
Bixedsassets (Note!) ic -2-ccnee eee a cian eeeereraces 299,565 300,718 | 
EfermuGebiUINOte!> heaeetean came etext 7 ,36 
AS ee rns a se (Note 5) 47,654 50,363 | 
Mong-termireceiva bles.arene sare eeeeee seer ore 7,100 7,493 ISIN Cas | 
Deferred charges (Note 4) etn RAPE ULES tes 95 2,743 Income tax (Note 9) Bt cnet ARAN eee See O LT eS MC 41,103 43,963 
<= = Aao Sar tO SG {OT Tey eared ecnnp aeons ECA Hea Recher ac REET Re SCoTeas 5,860 5,580 
) , 46,963 49,543 
EQUITY OF CANADA 
Reetainediea rnin gs esc ecsecese etna ere acer 310,270 290,303 
517,809 502,413 517,809 502,413 


Approved by the Board: 


RONALD MONTCALM 
Director 


ROBERT V. LLOYD 
Director 


JEAN-CLAUDE DELORME 
President and Chief Executive Officer 


PUBLIC ACCOUNTS, 1986-87 


TELEGLOBE CANADA—Continued 


INCOME AND RETAINED EARNINGS (NOTE 1) 


(in thousands of dollars) 


S:3333—wowoOmxonnnasSsSaoeee—eee 


Revenues 


COS ES ec Nn noe Jc eh ie ioe a Oe 


Operating expenses 
Salaries and benefits... Se Os 


Amount reimbursed to Commonwealth Telecommuni- 
cations Organisation partners (Note 6) cee eee ee 


Financial charges (Note 8) oo.......cecccccccccscessceseceeeceecccn. 


Eicome before income tax 0.0... 2s 
Become £ax(NOte,9) 25 peices: bye ee ceemocnen aha 


Amount remitted to the Government of Canada ........ 
Retained earnings at ed oo.ic..cccsscccscssccessssessssscesdocsessecooss 


93 days Year 
ended ended 
April December 

3) 31, 

1987 1986 
215,276 779,380 
3,585 14,213 
5,502 19,860 
224,363 = 813,453 
149,465 539,663 
74,898 273,790 
14,228 $7,272 
13,086 45,463 
7,104 33,555 
4,921 18,628 
39,339 154,918 
7,941 
39,339 162,859 
35,559 =: 110,931 
4,239 15,092 
39,798 126,023 
1,242 7,093 
38,556 118,930 
18,589 55,980 
19,967 62,950 
290,303 307,353 
310,270 370,303 
80,000 
310,270 290,303 
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CHANGES IN FINANCIAL POSITION (NOTE 1) 
(in thousands of dollars) 


S3—=€—0—«"$“<S<S<SaaS—e—e—e 


93 days Year 
ended ended 
April December 

Se 3; 
1987 1986 


Cash provided by (used for) operations 


Net incomesmere sate mint et cae re ee 19,967 62,950 
Items not affecting cash 
Depreciation, sens eee Eien pte Sa Yat hear 7,104 55255 
Increase in other deferred credits... 280 35232 
Amortization of unrealized losses on foreign 
exchanges, anne ou NERO. Teal de Dimene 253 835 
Deferrediincome taxman eee (2,860) (2,829) 
Allowance for funds used during construction ....... (262) (971) 
Gain on disposal of assets .......0....cccccccc0cc000.0--. (109) 
Changes in working capital items*.... (2,446) 2,238 
22,036 ~-98,901 
Cash used for financing 
Reimbursement of long-term debt... (601) (9,851) 
POR COME 20/851) 
Cash provided by (used for) investments 
Acquisition of fixed assets .........cccccceccececsecceesecccccscs., (12,117) (26,034) 
Proceeds from disposal of fixed assets..................... 6,497 1,867 
Decrease in long-term receivables ......................... 1,334 
(5,620) (22,833) 
Amount remitted to the Government of Canada... (80,000) 
Cash and temporary investments 
Increasel(decreasc) meee) ase ee 15,815 (13,783) 
Balancesatbesin ning a assent eee 92,909 106,692 
Balance:attend am teen tate erro ae) Lae, 108,724 92,909 


ee 


era en ERLE E INS RSS Oda om 
* Excluding cash, temporary investments and the portion of long-term debt and 
receivables due within one year. 


NOTES TO FINANCIAL STATEMENTS 
APRIL 3, 1987 


1. Authority and activities 


Teleglobe Canada, created by the Teleglobe Canada Act, was 
until April 3, 1987 mandated to establish, maintain and operate 
Canada’s international telecommunication services and to coordi- 
nate these services with those of other countries. 


On April 3, 1987 following adoption of the Teleglobe Canada 
Reorganization and Divestiture Act (S.C. 1986-87, c. 12), govern- 
mental approval, and the signing of a purchase and sale agree- 
ment, the Corporation’s undertaking was effectively sold to 
Memotec Data Inc., which will operate it from now on under the 
corporate name of Teleglobe Canada Inc. 


These financial statements present the financial position of the 
Corporation as at April 3, 1987 and the results of its operations 
and the changes in its financial position for the period of 93 days 
then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year, on a going concern basis, without taking into account any 
transaction related to the Corporation’s privatization, including 
the creation of a wholly-owned subsidiary on April 2, 1987, as 
outlined in Note 12. 
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TELEGLOBE CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
APRIL 3, 1987—Continued 


2. Significant accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. The 
Corporation follows the significant accounting policies summa- 
rized below: 


(a) 


(b) 


(c) 


(d) 


Fixed assets 


Fixed assets are stated at acquisition cost, which includes sal- 
aries, benefits and certain overhead costs related to construc- 
tion activities. In addition, for major capital projects, an 
allowance for funds used during construction is included. 


Jointly-owned fixed assets are accounted for proportionally to 
the Corporation’s share. 


From time to time, the Corporation acquires indefeasible 
rights of user in international telecommunications circuits 
that extend over specific time periods. Furthermore, the Cor- 
poration may grant such rights in circuits owned by it, or 
grant such rights that have been previously acquired. The 
amounts paid or received according to the terms of these 
transactions are recorded as fixed assets and depreciated over 
the duration of each agreement. 


The Corporation has been designated by the Government of 
Canada to be the Canadian signatory to the International 
Telecommunications Statellite Organization (Intelsat) and 
the International Maritime Satellite Organization (Inmar- 
sat). Periodically, each signatory’s ownership share is 
adjusted to conform to its percentage of total use of the sys- 
tem or any other percentage elected within the terms of the 
agreements. The Corporation’s ownership share is reported in 
fixed assets and depreciated in accordance with the fixed 
assets depreciation policy. 


Allowance for funds used during construction 


The rate applied in determining the allowance for funds used 
during major construction projects is based principally on the 
interest rate established by the Minister of Finance for 
medium-term Government loans to Crown corporations. This 
allowance is accounted for as income during the construction 
period. 


Depreciation of fixed assets 


Fixed assets are depreciated over the estimated service lives 
of the assets, using the straight-line method. 


When depreciable assets are taken out of service, their net 
book value, less salvage, is charged to depreciation. When 
other assets are taken out of service, any resulting gain or loss 
is reflected in income. 


In the event of a satellite launch failure or breakdown of an 
orbiting satellite, the costs are depreciated over the life of the 
group Of satellites. 


Operating revenues 


—Public services 

Revenues from international public services (telephone, 
telex and telegraph) rendered through the Corporation’s 
telecommunications network represent the amounts billed 
to Canadian subscribers by domestic carriers and amounts 
received or due from foreign administrations for the rout- 
ing of overseas traffic. Estimates are included to provide 
for that portion of revenues which domestic carriers and 
foreign administrations have not yet reported to the Corpo- 
ration at the end of the year. Public service revenues are 
also derived from leasing circuits to foreign carriers for 
routing their traffic through Canada. 


“(e) 


(f) 
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—Other services 
Revenues from other services are derived primarily fror 
leasing circuits to private users. 


—Share of Intelsat and Inmarsat revenues 
The Corporation’s share of Intelsat and Inmarsat revenue 
represents its share of revenues from the international tele 
communications satellite system as well as from the intet 
national maritime satellite system. 


Carriers’ share of revenues and other realization costs 


—Carriers’ share of revenues 
This represents amounts owing to domestic carriers an 
foreign administrations for their part in routing telecom 
munications traffic. 


—Other realization costs 


These costs include: 

¢ the Corporation’s voluntary contribution to developin 
Commonwealth Telecommunications Organisatio 
partners in accordance with the 1983 financial agres 
ment; 

* the Corporation’s share of the operating costs of tl 
international telecommunications satellite system an 
the international maritime satellite system, excludin 
depreciation, which amounted to $1.7 million for th 
period of 93 days ended April 3, 1987 ($6.2 million f 
the year ended December 31, 1986). 


Foreign currency translation 


Assets, liabilities, revenues and expenses arising from foreig 
currency transactions are translated into Canadian dollars ; 
the exchange rates at the time of the transaction, exce, 
when the transaction is hedged. 

When a purchase or sale of goods or services in a foreign cu 
rency is hedged before the transaction, the Canadian doll. 
price of such goods or services is established by the terms } 
the hedge. If the hedge is incomplete as a result of havir 
entered into a contract involving a foreign currency oth 
than that of the transaction and the Canadian dollar, tl 
price of the goods or services is first established by the tern 
of the foreign exchange contract and then translated in 
Canadian dollars by using the exchange rate of that inte 
mediate currency at the time the transaction occurred. 
When a purchase or sale of goods or services in a foreign cu 
rency is hedged after the transaction, completely or in pai 
the amount in Canadian dollars of the payable or receivab 
is restated according to the terms of the foreign exchan; 
contract constituting the hedge. The difference thus reco 
nized is reflected in income as a gain or loss on foreis 
exchange. 

As at the end of a financial year, monetary items denor 
nated in foreign currencies are adjusted to reflect t 
exchange rates in effect as at the date of the balance shee 
For items hedged by way of forward exchange contracts, t 
difference thus recognized is deferred. The gain or loss reco 
nized on other items is reflected in current earnings as a ga 
or loss on foreign exchange, except for that portion whi 
relates to monetary items with a fixed or ascertainable li 
extending beyond one year from the end of the financial yez 
In these cases, the gain or loss is deferred and amortized ov 
the remaining life of the related monetary item using t 
straight-line method. The unamortized balance of t 
deferred gain or loss on foreign exchange is recorded in t 
balance sheet as a deferred charge. The effect of the forwa 
exchange contracts on the long-term debt is recorded as : 
element of long-term debt. 
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TELEGLOBE CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
APRIL 3, 1987—Continued 


Commitments in foreign currencies are translated into 
Canadian dollars at the exchange rates in effect as at the 
date of the balance sheet, except when they are hedged in 
which case the terms of the foreign exchange contracts are 


used. 

(g) Pension plans 
All employees of the Corporation are covered by the pension 
plans administered by the Government of Canada. 
Employees and the Corporation are required to contribute to 
the cost of the plans for current service. These contributions 
represent the total liability of the Corporation in this matter 
and are accounted for on a current basis. 

(h) Retirement benefits 


Retiring employees are paid a benefit equivalent to one half 
of accumulated unused sick leave days up to March 31, 1981, 
with an additional credit of five days for every year of service 
after that date, calculated at the salary level in effect at the 
time of retirement. The cost of the benefit is expensed in the 
year in which it is earned by employees. 


3. Fixed assets 


(a) The main classes of fixed assets are as follows: 


Decem- 
April 3, ber 31, 
1987 1986 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Dandie a ecgor eta Mi ok 4,729 4,729 4,814 
Buildings and leasehold 
improvements .............. 49,420 19,801 29,619 29,744 
Furnishings .........00.0.0.00.... 10,723 5,788 4,935 4,559 
Cabléisystems a9 5.... 95,061 30,044 65,017 65,654 


Terminal, transmission 

and switching equip- 

MON thee, peak ee ae 206,848 95,558 111,290 114,896 
International satellite 

systems space segment 


(Intelsat-Inmarsat) ..... 55,195 35,028 20,167 20,025 
Other plant and equip- 

Men, eee eee 29,512 LESS 11,999 12,230 
Construction in progress. 51,809 51,809 48,796 


503,297 203,732 299,565 300,718 


(b) Fixed assets owned outright by the Corporation or owned 
jointly with other telecommunications entities are as follows: 


Decem- 
April 3, ber 31, 
1987 1986 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Owned outright............... 307,691 133,889 173,802 175,714 
Owned jointly (Corpora- 
tion’s share) ................. 195,606 69,843 125,763 125,004 


503,297 203,732 299,565 300,718 


(c) For depreciation purposes, the estimated service lives of the 
main Classes of fixed assets are as follows: 


Number 
of years 
Buildings and related equipment 15-40 
Leasehold improvements over the 
term of 
the lease 
Furnishings 8-10 
Cable systems over the 
term of 
the agreement 
Terminal, transmission and switching equipment 5-15 
International satellite systems space segment (Intel- 
sat-Inmarsat) 6-12 
Other plant and equipment 1-25 


(d) As at April 3, 1987, construction in progress included an 
amount of $32,984,000 ($33,065,000 as at December 31, 
1986) for the international satellite systems space segment 
(Intelsat-Inmarsat). 


(e) As at April 3, 1987, the Corporation’s ownership share in 
Intelsat was 2.683107 percent (2.362596 percent as at 
December 31, 1986) and its ownership share in Inmarsat was 
2.17898 percent (4.35796 percent as at December 31, 1986). 


4. Deferred charges 


Unamortized deferred charges include: 


Decem- 
April 3, ber 31, 
1987 1986 
(in thousands 
of dollars) 


Unrealized loss (gain) on foreign EXChANRene eee (S19) 2261 
Interconnection costs relating to the Toronto Inter- 
national. Centerawis af fieneine lee ole Oye ae 414 482 


95 2,743 


5. Long-term debt 


As at April 3, 1987, the Corporation’s long-term debt com- 
prised loans from the Government of Canada bearing interest at 
rates ranging from 3% percent to 5 percent, and of amounts owing 
to the prime contractors of the ANZCAN cable system bearing 
interest at the rate of 8% percent payable in pounds sterling and 
in United States dollars. 


The Corporation has entered into agreements with the two 
prime contractors of the ANZCAN project whereby 15 percent of 
contract costs have been paid, and the balance is payable in 17 
semi-annual installments which started with the completion of 
construction in 1985. According to the terms of one of the agree- 
ments, payments by the Corporation to the prime contractor are 
secured by means of bills of exchange drawn by the latter and 
accepted by the Corporation. 

As described in Note 10(b), the Corporation has entered into 
forward exchange contracts to protect itself against fluctuations 
of the pound sterling and of the United States dollar. The effect of 
this protection has been recorded as an element of long-term debt. 
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~s 


As at April 3, 1987, the details of the long-term debt were as 
follows: 


Amounts 
owing to the 
prime con- Effect of 
Loans from tractors of forward 
Government the ANZCAN exchange 
Maturities of Canada project contracts Total 
(in thousands of dollars) 
1987 (272 days) ... ... 157 8,012 360 8,529 
1988 Seren necks 325 8,012 209 8,546 
1989 veces cars teiosenes 234 8,012 278 8,524 
1990 fest eee 135 8,012 347 8,494 
1991: he. e eee 140 8,012 416 8,568 
1992-98 oo. eee 1,037 11,896 750 13,683 
2,028 51,956 2,360 56,344 
Portion due within 
ONE YeaF ....... ee 318 8,012 360 8,690 
1,710 43,944 2,000 47,654 


._ Amount reimbursed to Commonwealth Telecommunications 


Organisation partners 


The Commonwealth Telecommunications Organisation Finan- 
cial Agreement of 1973 was legally terminated, retroactive to 
March 31, 1983, when the governments of all 26 member coun- 
tries completed the signing formalities. During the year ended 
December 31, 1986, partnership accounts were finalized to March 
31, 1983. As final settlement of its account under this Agreement, 
the Corporation reimbursed in that year $9,856,000, of which 
$1,915,000 had been accounted for in previous years. The differ- 
ence of $7,941,000 was charged to earnings for the year ended 
December 31, 1986. Of this amount, $3,819,000 was in respect of 
the year ended March 31, 1983 and $4,122,000 of the year ended 
March 31, 1982. 


The Corporation also paid interest in the amount of $2,233,000 
which was included under Financial charges — Other interest for 
the period ended December 31, 1986. 


. Other income—Net 


Year 
93 days ended 
ended December 
April 3, aie 
1987 1986 
(in thousands of 
dollars) 
Interest from temporary investments .................-... 2,129 7,951 
Gain on disposal of temporary investments ........... 356 5,787 
Other-interest 2 Oe. 28) RRS ae Sere oes 58 e237 
Allowance for funds used during construction ...... 262 971 
Gain on disposal of assets ..............ccccesteeteeee 109 
Gain (loss) on foreign exchane...............0:c 1,083 (2,278) 
Other s82c0. he nidot on eerie te ea ae 351 1,315 
4,239 15,092 


8. 


10. 
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Financial charges 


Year 
93 days ended 
ended Decem- 
April 3, ber 31, 
1987 1986 
(in thousands of 
dollars) 
Interestion|long-termidebt sae oe. eee nesters 1,220 5,504 
Interest on long-term receivables... (186) (829) 
Otherinterestwes....-onceseesanee ae ee aaa ee 208 2,418 
1,242 7,093 


. Income tax 


The Corporation is subject to federal income tax. 

Deferred income tax results principally from timing difference: 
between depreciation of fixed assets for accounting and incomé 
tax purposes. 

Income tax expense comprises: 

Year 
93 days ended 


ended Decem- 
April 3, ber 31, 


1987 1986 
(in thousands of 
dollars) 
CUETEM tesco ee ee ee ene ee 21,449 58,809 
Deferred 22h. ee nee (2,860) (2,829) 
18,589 55,980 
Commitments 


(a) Construction in progress 


As at April 3, 1987, the estimated cost of completing con 
struction projects, planned and in progress, amounted t 
approximately $241,500,000, of which $31,340,000 relates t 
the remaining of the year ending December 31, 1987. Con 
tractual commitments outstanding as at April 3, 198 
amounted to approximately $33,336,000. 


(b) 


Forward exchange contracts 


As a result of the Corporation’s participation in the ANZ 
CAN project, the Corporation must make payments of prin 
cipal and interest to a prime contractor in pounds sterling. 


To protect itself against this foreign currency exposure, th 
Corporation has entered into forward exchange contract 
with two Canadian chartered banks to buy a total 0 
44,678,000 pounds sterling. The balance of amounts involve 
under the contracts, estimated to cover construction costs an 
interest charges, is hedged in United States dollars as follows 


United 
Pounds States 
sterling dollars 


(in thousands) 


Maturities 


POSTS (27 2: GAYS) Bee ccs em eens tan New aensy uatoeye: 5,459 8,964 
LOB Ra ees SRP PEE oo sss acres aa Sieas aio saves 5,151 8,528 
ES Re ei Pe nee ee eee Be 4,842 8,079 
[SEE 0 ean oe crt ene. ah Ae ae aR Fe PORE I - RESP 4,533 7,627 
S09 Sree ee eRe We aye aN acdartateners testes natcnet an 4,224 7,166 
1992293 hase ven ahem ee cdvasteeviocsdusbitecce Miao teaser ens: 5,757 9,864 


29,966 50,222 


oa 
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Furthermore, to protect itself against fluctuations of the 
United States dollar, the Corporation entered into forward 
exchange contracts maturing in 1987 to purchase 8,961,000 
United States dollars at a cost of 12,023,000 Canadian dol- 
lars. 


(c 


— 


Long-term leases 


The Corporation is a party to long-term leases covering prop- 
erties and facilities. The aggregate minimum annual rentals 
which will be paid in subsequent years are: 


(in thou- 
sands 
of dollars) 


PO SUMQT2 CaYS) anines: tec mrsee nes ietateeie oss, eee 16,347 
1D 3S irene eration esac’, tree cemre tal eth rece eee pe Ae ee 21,854 
LD SO incr ra Sah Sits Aa edottas tans yh aaa eile 0 eee, ee 17,052 
ee ee a eercen cnn acy eee ere tence eee * 14,466 
MO eet es ON ee oa en ers WB cassie 10,633 
MD DO strane Oar caees eae Xe bana cele ee 5,512 


Rental expenses for properties and facilities which were 
charged to the period of 93 days ended April 3, 1987 
amounted to $4,072,000 ($18,717,000 for the year ended 
December 31, 1986). 


(d) Agreement with the Department of Transport 


Under the terms of an agreement between the Corporation 
and the Department of Transport, the Corporation charters 
the cableship/icebreaker C.C.G.S. John Cabot on a cost 
reimbursement basis for periods of actual usage. This agree- 
ment is cancellable on 12 months notice. The Corporation 
incurred a cost under this agreement of $3,023,000 during 
the period of 93 days ended April 3, 1987 ($5,948,000 for the 
year ended December 31, 1986). 


Intelsat and Inmarsat commitments 


(e 


ae 


The Corporation’s share of Intelsat’s and Inmarsat’s out- 
standing commitments was respectively $28,065,000 and 
$9,715,000 based on their financial statements as at March 
315 1987. 


Contingencies 


(a) Retirement compensation benefit 


Prior to November 1, 1974, the Corporation provided a post- 
retirement life insurance plan for its retiring employees. On 
that date, the plan was replaced by a retirement compensa- 
tion benefit for all employees on staff at the time. The cost of 
this benefit is recognized in the accounts in the year in which 
payments are made. As at April 3, 1987, the maximum lia- 
bility of the Corporation under this plan, should all entitled 
employees retire while in the service of the Corporation, 
amounted to $1,318,000 ($1,385,750 as at December 31, 
1986). 


(b 


~~ 


Terms of contracts, agreements and arrangements 


Certain contracts, agreements and arrangements entered into 
by Teleglobe Canada may be terminated and new ones may 
therefore have to be negotiated, or some terms may have to 
be renegotiated as a result of the sale of the Corporation’s 
undertaking as mentioned in Notes | and 12. No provision 
has been made in these financial statements for any adverse 
effect such renegotiations may have on the new owner. 


. Privatization of the Corporation 


On April 2, 1987, the Corporation created a wholly-owned sub- 
sidiary under the corporate name of Teleglobe Canada Inc., and 
subscribed to 100 common shares for a cash consideration of 
$100. 
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On April 3, 1987, the Corporation transferred to Teleglobe 
Canada Inc., its undertaking, fixed assets, and nearly all other 
assets including its rights by virtue of contracts, agreements and 
arrangements and Teleglobe Canada Inc. assumed certain of the 
Corporation’s obligations, as follows: 


At book value 


(in thou- 
sands 
of dollars) 
Gashiomequivalén tec cet ery py Setar eee aoe 1,636 
Accountsiréceivable says eee ere hee ee a 100,797 
Prepaid’éxpensesi zee earner i? O05 erie. Yk 1,528 
Wong-termireceivablesit ren a itt Wiigety Horie ven 7,100 
Deferredicharges..4)..icw", . xtosetieed Ane xienin le 95 
111,156 
ACCOUNTS Daya bles nuance ee ee ee eee ae 95,589 
Long-term debt (including short-term portion) .................... 54,316 
Deferred: credits ceutcnec es eeucr hoee ye ee 5,860 
155,765 
(44,609) 
At 140% of net book value 
Bixed ASSetSm omer Rome ee hed Sa as ee ern 419,391 


374,782 


As consideration, the Corporation received a non-interest bear- 
ing promissory note in an aggregate principal amount of 
$143,382,433 payable one year and one day following demand, 
1,000 special redeemable shares at an issue and stated capital 
value of $1,000, and 233,228,000 common shares at an issue and 
stated capital value of $231,397,879. 

Also on April 3, 1987, but consecutively to the above-men- 
tioned transfer, the Corporation sold to Memotec Data Inc. the 
promissory note and the common shares of Teleglobe Canada Inc. 
at a cash price of $488,268,000, subject to adjustments according 
to the provisions of the purchase and sale agreement concerning 
guaranties and commitments given by both parties. The Corpora- 
tion proposes to transfer the special shares of Teleglobe Canada 
Inc. to the Government of Canada, without consideration. These 
shares will entitle the holder thereof to receive, on or about 
December 31, 1987, a dividend of $16,567,273 as deemed excess 
profits, as defined, earned between April 4 and December 31, 
1987. 

The transfer of fixed assets has resulted in a recapture of capi- 
tal cost allowances previously deducted for income tax purposes 
and in a capital gain. The sale of securities to Memotec Data Inc. 
also resulted in a capital gain. The resulting income tax thereon is 
estimated at approximately $1 13,000,000. 

The Corporation intends to pay its income tax and loans from 
the Government of Canada before the due dates and to remit its 
surplus cash on hand to the Government of Canada. 

The Teleglobe Canada Reorganization and Divestiture Act, on 
days to be fixed by proclamation, will change the name of the 
Corporation to TH (1987) and bring about its dissolution. 
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TELEGLOBE CANADA—Continued 
AUDITOR’S REPORT 


TO THE PRESIDENT OF THE TREASURY BOARD 


I have examined the balance sheet of Teleglobe Canada as at 
December 31, 1986 and the statements of income and retained earn- 
ings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Tele- 
globe Canada Act and regulations and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 20, 1987 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


ASSETS 1986 1985 


Current 
Cash and temporary investments, at cost (market value 
December 31, 1986—$94,489 
December 31, 1985—$109,333) .o...cccccccessscessecsssssereee 
Accountsireceiva blew 3.ae cere oer tee cee 
Prepaid expenses ee .xt scutes teens ene cae oer cea aes 


92,909 106,692 
96,723 93,884 
1,827 2,056 


191,459 202,632 
300,718 308,638 


Bixedassets(GNotess))sueeeeee eet ee eee 


Other assets 


Long=termireceivablesizt x. Soe eae, eee, cee 7,493 8,937 
Deferredicharges (INote4) nee teers eee ee ee 2,743 4,707 
10,236 13,644 


502,413 524,914 
Approved by the Board: 


RONALD MONTCALM 
Director 


MICHAEL E. PHELPS 
Director 


JEAN-CLAUDE DELORME 
President and Chief Executive Officer 
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LIABILITIES 


Current 
Accounts payable. .n2.cc. ee ee eee es 
Income taxipayablem feces ne eee eee ee 
Portion of long-term debt due within one year (Note 5).. 


ong-tenm debt(INoter)eemeee et ee ene 


Deferred credits 
Incomeitaxi(Note:9)) mer see cee ee ee eee 
Othe ee eee ATER ie cn ee ee ane ne 


EQUITY OF CANADA 
Retained canning smetectc. teen. ett eee eer eee 


1986 


89,427 
13,406 
OTS 


112,204 


50,363 


43,963 
5,580 


49,543 


290,303 
502,413 


1985 


89,521 
8,454 
95955 


107,930 


60,491 


46,792 
2,348 


49,140 


307,353 
524,914 


| 
| 
: 
| 
| 
' 
| 
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TELEGLOBE CANADA—Continued 


INCOME AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Revenues 
Public:senvicess sce. «tenance te eee eee ee 779,380 649,127 
CREM SCrViCES othe 8 ic teee. area eee eee ee 14,213 12,336 
Share of Intelsat and Inmarsat revenues.............. 19,860 17,167 
813,453 678,630 
Carriers’ share of revenues and other realization 
COSES  rernea ree ee rere ee Ione ae 539,663 438,174 
COHeracINgoreVeNUCS Emmet et tn at en ee een 273,790 240,456 
Operating expenses 
SalaniestandubenelltSs coe. 2 eee Site 55,273 
Maintenanceand rental see seen eee oe 45,463 41,133 
Depreciationaewze S.A Be eee 333555 33,400 
Othemexpenses erence eer eh ee ce ere 18,628 19,363 
154,918 149,169 
Amount reimbursed to Commonwealth 
Telecommunications Organisation partners 
CIN OUENO) ernst ier tee ee a IA len a 7,941 
162,859 149,169 
CODELALIND CONC enemies aren renee een 110,931 91,287 
Other income—Net (Note 7)........ccccccccccsssscsceesseseeees 15,092 nS ili, 
126,023 105,004 
Kinancial charges (Notei8)s 25... <acaaens he 7,093 5,209 
Income before income'tax.145. 1st eo. ee 118,930 99,795 
Incomeitaxi(Note9) wee eee ee ne oe $5,980 46,566 
IN GEINCOMG te cers cee PE ides, ts ee 62,950 53,229 
Retained earnings at beginning of year.................... 307,353 362,182 
370,303 415,411 
Amount remitted to the Government of Canada..... 80,000 108,058 
Retained earnings at end of year .o.....cccccccesrereeee 290,303 307,353 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986 


1. Authority and activities 


Teleglobe Canada, created by the Teleglobe Canada Act, is 
mandated to establish, maintain and operate Canada’s interna- 
tional telecommunication services and to coordinate these services 
with those of other countries. 


2. Significant accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. The 
Corporation follows the significant accounting policies summa- 
rized below: 


(a) Fixed assets 


Fixed assets are stated at acquisition cost, which includes sal- 
aries, benefits and certain overhead costs related to construc- 
tion activities. In addition, for major capital projects, an 
allowance for funds used during construction is included. 


Jointly-owned fixed assets are accounted for proportionally to 
the Corporation’s share. 


From time to time, the Corporation acquires indefeasible 
rights of user for international telecommunications circuits 
that extend over specific time periods. Furthermore, the Cor- 
poration may grant such rights on circuits owned by it, or 
grant such rights that have been previously acquired. The 
amounts paid or received according to the terms of these 
transactions are recorded as fixed assets and depreciated over 
the duration of each agreement. 
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CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Cash provided by (used for) operations 
INGEN COM Cait eet eee ee AE en ee ener oe 62,950 $3,229 
Items not affecting cash 
Depreciationtwate eine tert ane ee eee: 33,555 33,400 
Increase (Decrease) in other deferred credits......... 3,232 (137) 
Amortization of unrealized losses on foreign 
exchange serie seas Mee ALI TO. TI 835 1772 
Deferrediincomettaxe einen ae ee (2,829) 1,921 
Allowance for funds used during construction ....... (971) (3,817) 
Gainjonidisposallofvassetsiae. ent eee (109) (248) 
Changes in working capital items* .........0.ccccceccsccscesee. 2,238 12,341 
98,901 98,461 
Cash provided by (used for) financing 
Proceeds from long-term debt ...........0...cccccccecesececseseeess 2,808 
Reimbursement of long-term debt.............cccccccccceeeee (9,851) (9,753) 
(9,851) (6,945) 
Cash provided by (used for) investments 
Acquisition’ of fixedfassets nese nee (26,034) (22,236) 
Proceeds from disposal of fixed assets .........0...cccccc000.. 1,867 16,173 
Deferredicharges: 46). wie oe Sees eee eae (1,250) 
Decrease in long-term receivables .............cccccccccccsesese 1,334 1,308 
Increase in long-term receivables ..0...........cccccccesceseee. (426) 
(22,833) (6,431) 
Amount remitted to the Government of Canada ........... (80,000) (108,058) 
Cash and temporary investments 
Decrease tee tt: hehe. ce OU eee 13,783 IE: 
Balanceiat beginning ofiyearis..2..005 tenn 106,692 129,665 
Balanceatiendiofivearre 12 ere eee 92,909 106,692 


Pee eR SS Ea ea aE aR ae eas 
* Excluding cash, temporary investments and the portion of long-term debt and 
receivables due within one year. 


The Corporation has been designated by the Government of 
Canada to be the Canadian signatory to the International 
Telecommunications Satellite Organization (Intelsat) and 
the International Maritime Satellite Organization (Inmar- 
sat). Periodically, each signatory’s ownership share is 
adjusted to conform to its percentage of total use of the sys- 
tem or any other percentage elected within the terms of the 
agreements. The Corporation’s ownership share is reported in 
fixed assets and depreciated in accordance with the fixed 
assets depreciation policy. 


(b 


a 


Allowance for funds used during construction 


The rate applied in determining the allowance for funds used 
during major construction projects is based principally on the 
interest rate established by the Minister of Finance for 
medium-term Government loans to Crown corporations. This 
allowance is accounted for as income during the construction 
period. 


(c 


~~ 


Depreciation of fixed assets 


Fixed assets are depreciated over the estimated service lives 
of the assets, using the straight-line method. 


When depreciable assets are taken out of service, their net 
book value, less salvage, is charged to depreciation. When 
other assets are taken out of service, any resulting gain or loss 
is reflected in income. 
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TELEGLOBE CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


(d) 


(e) 


(f) 


In the event of a satellite launch failure or breakdown of an 
orbiting satellite, the costs are depreciated over the life of the 
group of satellites. 


Operating revenues 


—Public services 

Revenues from international public services (telephone, 
telex and telegraph) rendered through the Corporation’s 
telecommunications network represent the amounts billed 
to Canadian subscribers by domestic carriers and amounts 
received or due from foreign administrations for the rout- 
ing of overseas traffic. Estimates are included to provide 
for that portion of revenues which domestic carriers and 
foreign administrations have not yet reported to the Corpo- 
ration at end of the year. Public service revenues are also 
derived from leasing circuits to foreign carriers for routing 
their traffic through Canada. 


—Other services 
Revenues from other services are derived primarily from 
leasing circuits to private users. 


—Share of Intelsat and Inmarsat revenues 
The Corporation’s share of Intelsat and Inmarsat revenues 
represents its share of revenues from the international tele- 
communications satellite system as well as from the inter- 
national maritime satellite system. 


Carriers’ share of revenues and other realization costs 


—Carriers’ share of revenues 
This represents the amounts owing to domestic carriers 
and foreign administrations for their part in routing tele- 
communications traffic. 


—Other realization costs 


These costs include: 

e the Corporation’s voluntary contribution to developing 
Commonwealth Telecommunications Organisation 
partners in accordance with the 1983 financial agree- 
ment; 

e the Corporation’s share of the operating costs of the 
international telecommunications satellite system and 
the international maritime satellite system, excluding 
depreciation, which amounted to $6.2 million for the 
year ended December 31, 1986 ($5.2 million for year 
ended December 31, 1985). 


Foreign currency translation 


Assets, liabilities, revenues and expenses arising from foreign 
currency transactions are translated into Canadian dollars at 
the exchange rates at the time of the transaction, except 
when the transaction is hedged. 


When a purchase or sale of goods or services in a foreign cur- 
rency is hedged before the transaction, the Canadian dollar 
price of such goods or services is established by the terms of 
the hedge. If the hedge is incomplete as a result of having 
entered into a contract involving a foreign currency other 
than that of the transaction and the Canadian dollar, the 
price of the goods or services is first established by the terms 
of the foreign exchange contract and then translated into 
Canadian dollars by using the exchange rate of that inter- 
mediate currency at the time the transaction occurred. 


When a purchase or sale of goods or services in a foreign cur- 
rency is hedged after the transaction, completely or in part, 
the amount in Canadian dollars of the payable or receivable 
is restated according to’ the terms of the foreign exchange 
contract constituting the hedge. The difference thus recog- 
nized is reflected in income as a gain or loss on foreign 
exchange. 


(g) 


(h) 


(a) 
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As at the end of a financial year, monetary items denomi- 
nated in foreign currencies are adjusted to reflect the 
exchange rates in effect as at the date of the balance sheet. 
For items hedged by way of forward exchange contracts, the 
difference thus recognized is deferred. The gain or loss recog- 
nized on other items is reflected in current earnings as a gain 
or loss on foreign exchange, except for that portion which 
relates to monetary items with a fixed or ascertainable life 
extending beyond one year from the end of the financial year. 
In these cases, the gain or loss is deferred and amortized over 
the remaining life of the related monetary item using the 
straight-line method. The unamortized balance of the 
deferred gain or loss on foreign exchange is recorded in the 
balance sheet as a deferred credit or as a deferred charge. 
The effect of the forward exchange contracts on the long- 
term debt is recorded as an element of long-term debt. 


Commitments in foreign currencies are translated into 
Canadian dollars at the exchange rates in effect as at the 
date of the balance sheet, except when they are hedged in 
which case the terms of the foreign exchange contracts are 
used. 


Pension plan 


All employees of the Corporation are covered by the pension 
plan administered by the Government of Canada. These 
employees and the Corporation are required to contribute to 
the cost of the plan for current service. These contributions 
represent the total liability of the Corporation in this matter 
and are accounted for on a current basis. 


Retirement benefits 


Retiring employees are paid a benefit equivalent to one half 
of accumulated unused sick leave days up to March 31, 1981, 
with an additional credit of five days for every year of service 
after that date, calculated at the salary level in effect at the 
time of retirement. The cost of the benefit is expensed in the 
year in which it is earned by employees. 


3. Fixed assets 


The main classes of fixed assets are as follows: 
1986 1985 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
and cee sete eet 4,814 4,814 4,841 
Buildings and leasehold 
improvements ............. 48,015 18,271 29,744 31,664 
Furnishings.....-c-..-e: 10,213 5,654 4,559 4,689 
Gablesysicmsys sees 95,368 29,714 65,654 70,278 
Terminal, transmission 
and switching equip- 
INET bey nt ee ey 210,683 95,787 114,896 109,238 
International satellite 
systems space seg- 
ment (Intelsat-Inmar- 
sat) Gh: See eee 49,776 29,751 20,025 24,677 
Other plant and equip- 
ING NLA ae 30,534 18,304 12,230 10,889 
Construction in progress 48,796 48,796 52,362 
498,199 197,481 300,718 308,638 
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TELEGLOBE CANADA—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Continued 


(b) Fixed assets owned outright by the Corporation or owned 
jointly with other telecommunication entities are as follows: 


1986 1985 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Owned outright .............. 307-373) 3659s liu 14 85.135 
Owned jointly (Corpo- 
ration’s share)............. 190,826 65,822 125,004 123,503 


498,199 197,481 300,718 308,638 


(c) For depreciation purposes, the estimated service lives of the 
main classes of fixed assets are as follows: 


Number 

of years 
Buildings and related equipment 15-40 
Leasehold improvements over the 
term of 
the lease 
Furnishings 8-10 
Cable systems over the 
term of the 
agreement 
Terminal, transmission and switching equipment 5-15 

International satellite systems space segment 

(Intelsat-Inmarsat) 6-12 
Other plant and equipment 1-25 


(d) As at December 31, 1986, construction in progress included 
an amount of $33,065,000 ($23,595,000 as at December 31, 
1985) for the international satellite systems space segment 
(Intelsat-Inmarsat). 


(e) As at December 31, 1986, the Corporation’s ownership share 
in Intelsat was 2.362596 percent (2.317395 percent as at 
December 31, 1985) and its ownership share in Inmarsat was 
4.35796 percent (3.83692 percent as at December 31, 1985). 


4. Deferred charges 


Unamortized deferred charges include: 


1986 1985 
(in thousands 
of dollars) 
Unrealized losses on foreign exchange ................ccccccseeee 2,261 3,837 
Interconnection costs relating to the Toronto Interna- 
EIONGN CNILEL >. ete oe ee eee ee te 482 870 


2,743 4,707 


5. Long-term debt 


As at December 31, 1986, the Corporation’s long-term debt 
comprises loans from the Government of Canada bearing interest 
at rates ranging from 3% percent to 5% percent, and amounts 
owing to the prime contractors of the ANZCAN cable system 
bearing interest at the rate of 8% percent payable in pounds ster- 
ling and in United States dollars. 

The Corporation has entered into agreements with the two 
prime contractors of the ANZCAN project whereby 15 percent of 
contract costs have been paid, and the balance is payable in 17 
semi-annual installments which started with the completion of 
construction in 1985. According to the terms of one of the agree- 
ments, payments by the Corporation to the prime contractor are 
secured by means of bills of exchange drawn by the latter and 
accepted by the Corporation. 


As described in Note 10(b), the Corporation has entered into 
forward exchange contracts to protect itself against fluctuations 
of the pound sterling. The effect of this protection has been 
recorded as an element of long-term debt. 

As at December 31, 1986, the details of the long-term debt 
were as follows: 


Amounts 
owing to the 
prime con- Effect of 
Loans from tractors of forward 


Government the ANZCAN _ exchange 


Maturities of Canada project contracts Total 


(in thousands of dollars) 


1: SF] erent otarertte 9 ce 759 7,799 813 9,371 
[OSS 2 eee eee 325 7,799 878 9,002 
LOSOE SRS. Sea eT 234 7,799 950 8,983 
1990 Fee ee Ate oe 135 7,799 1,023 8,957 
| US TR eae rae es = ee 140 7,799 1,096 9,035 
1992298)..09. A008). 1,037 11,572 adi 14,386 
2,630 50,567 6,537 59,734 

Portion due within 
one Years ito.s 759 7,799 813 9,371 
1,871 42,768 5,724 50,363 


. Amount reimbursed to Commonwealth Telecommunications 


Organisation partners 


The Commonwealth Telecommunications Organisation (CTO) 
Financial Agreement of 1973 was legally terminated, retroactive 
to March 31, 1983, when the governments of all 26 member coun- 
tries completed the signing formalities. During the year, partner- 
ship accounts were finalized to March 31, 1983. As final settle- 
ment of its account under this Agreement, the Corporation 
reimbursed $9,856,000, of which $1,915,000 had been accounted 
for in previous years. The difference of $7,941,000 was charged to 
earnings for the year. Of this amount, $3,819,000 corresponds to 
the year ended March 31, 1983 and $4,122,000 to the year ended 
March 31, 1982. 

The Corporation also paid interest in the amount of $2,233,000 
which was included under Financial charges—Other interest. 


. Other income—Net 


1986 1985 
(in thousands of 
dollars) 
Interest from temporary investments ...............00.... 7,951 12,315 
Gain on disposal of temporary investments ........... 5,787 2,297 
Oiheminteresteeeeme es eee ee 1,237 1975 
Allowance for funds used during construction ...... 971 3,817 
Gaintontdisposalioffassetsive knees. cuca 109 248 
Tossionforelgniexehan geese sccyanureesvuces cae 59 (2,278) (8,183) 
Otherke senor nee re eee Eee eet 1-315 1,248 
15,092 1s AY) 
. Financial charges 
1986 1985 
(in thousands of 
dollars) 
Interest om long-term) deDts, 2-5 oi2...--5:-2c0sesenc- ee Aaa 5,504 5,723 
Interest on long-term receivables............... FE (829) (877) 
Otheminterestetecoes... OAR. See ee... WS 2,418 363 


7,093 5,209 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1986—Concluded 


2: 


Income tax 


The Corporation is subject to federal income tax. 

Deferred income tax results principally from timing differences 
between depreciation of fixed assets for accounting and income 
tax purposes. 

Income tax expense comprises: 


1986 1985 
(in thousands of 
dollars) 
Gurrentagt. Bl. OC een ORE AR eee SD 58,809 44,645 
Deferred rere reer ee eee er eee rey (2,829) 1,921 
55,980 46,566 
. Commitments 


(a) Construction in progress 


As at December 31, 1986, the estimated cost of completing 
construction projects, planned and in progress, amounted to 
approximately $254,800,000, of which $44,700,000 relates to 
the year ending December 31, 1987. Contractual commit- 
ments outstanding as at December 31, 1986 amounted to 
approximately $16,690,000. 


(b 


SS 


Forward exchange contracts 


As a result of the Corporation’s participation in the ANZ- 
CAN project, the Corporation must make payments to a 
prime contractor in pounds sterling. 


To protect itself against this foreign currency exposure, the 
Corporation has entered into forward exchange contracts 
with two Canadian chartered banks to buy a total of 
44,678,000 pounds sterling. The balance of amounts involved 
under the contracts, estimated to cover construction costs and 
interest charges, is hedged in United States dollars as follows: 


United 
Pounds States 


Maturities sterling dollars 
(in thousands) 
1K} Wf ete eer reer ome eee eee 5,459 8,964 
1S Ie A NOMA Fo A FA UIE AO A oh of Sed ltaens,o 22 
8 Oe ee ee 4,842 8,079 
1S ORR eer ne ne eee sek er eee 4,533 7,627 
1 i rar epee Ree een econ dee och cay cccck saeceet apace 4,224 7,166 
LOD 259 3p Renee hens rs Ser Met Rese een ee 5,757 9,864 


29,966 50,222 


(c) Long-term leases 


The Corporation is a party to long-term leases covering prop- 
erties and facilities. The aggregate minimum annual rentals 
which will be paid in subsequent years are: 


(in thou- 
sands 
of dol- 
lars) 
1) Seere donee SERA EREE eRe eer Rie caeire eee ree ee tener 14,588 
1D SS SPR tert. cra Scho, fer @ ee ore Oe se ce Miedo ee Be nce ao 14,090 
LOS Ole eRe fo jot; See Re er preg Ore. Enns Aes Fees 9,313 
1A halal et heh teem Fh aR OER ci os gate Sobel ete 6,752 
OO ee Be Mie Fe, Sd a Rn RG a Sots OLN CE oe 2,919 
199229 Swe Ne ine are ee ke re 3,584 


Rental expenses for properties and facilities which were 
charged to the year ended December 31, 1986 amounted to 
$18,717,000 ($16,351,000 for the year ended December 31, 
1985). 
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(d) Agreement with the Department of Transport 


Under the terms of an agreement between the Corporation 
and the Department of Transport, the Corporation charters 
the cableship/icebreaker C.C.G.S. John Cabot on a cost 
reimbursement basis for periods of actual usage. This agree- 
ment is cancellable on 12 months notice. The Corporation 
incurred a cost under this agreement of $5,948,000 during 
the year ended December 31, 1986 ($5,408,000 for the year 
ended December 31, 1985). 


(e) Intelsat and Inmarsat commitments 


As at December 31, 1986, the Corporation’s share of Intel- 
sat’s and Inmarsat’s outstanding commitments was respec- 
tively $22,374,000 and $21,897,000 based on their financial 
statements as at December 31, 1986. 


. Contingency 


Retirement compensation benefits 


Prior to November 1, 1974, the Corporation provided a post- 
retirement life insurance plan for its retiring employees. On 
that date, the plan was replaced by a retirement compensation 
benefit for all employees on staff at the time. The cost of this 
benefit is recognized in the accounts in the year in which pay- 
ments are made. As at December 31, 1986, the maximum lia- 
bility of the Corporation under this plan, should all entitled 
employees retire while in the service of the Corporation, 
amounted to $1,385,750 ($1,597,000 as at December 31, 1985). 


12. Privatization of the Corporation 


On February 11, 1987, the Minister of State (Privatization) 
announced the decision of the Government to dispose of its invest- 
ment in the Corporation to Memotec Data Inc. The divestiture 
will require a signed purchase agreement and necessary parlia- 
mentary approval pursuant to the Financial Administration Act 
through the passage of the Teleglobe Canada Reorganization and 
Divestiture Act (Bill C-38). 

It is estimated that the ultimate consideration to the Govern- 
ment from the sale of its investment in the Corporation will be 
$608.3 million to be satisfied as follows: 


(a) $488.3 million in cash from the purchaser; 


(b) $102.0 million cash on hand within the Corporation at the 
time of sale; 


(c) the balance of $18 million in cash from the purchaser, this 
being the estimated excess profits, as defined, for the nine 
month period ending December 31, 1987. 


Direct costs of the sale are estimated at $7 million, and a $10 
million contingency reserve will be set up to provide for potential 
non-federal taxes and other possible liabilities. 

The income tax payable by the Corporation in respect of the 
divestiture cannot be reasonably estimated at this time. 
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SUMMARY PAGE 


VANCOUVER PORT CORPORATION 


MANDATE 


Administration, management and control of the Vancouver Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Vancouver Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Vancouver is the busiest port in Canada. 
In 1986, 57.6 million tonnes of cargo passed through the port. Coal and grain are the most important commodities; 
however, sulphur, potash and forestry products are growing in importance. 


CORPORATION DATA 


HEAD OFFICE 1900 Granville Square 
200 Granville Street 
Vancouver, British Columbia 
V6C 2P9 

STATUS — Schedule C, Part II 


— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 


DEPARTMENT Transport 


YEAR AND MEANS 
OF INCORPORATION 


1983; letters patent of incorporation issued by the Minister of 
Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 


CHIEF EXECUTIVE Francis J. MacNaughton 
OFFICER 

CHAIRMAN Hector D. Perry 
AUDITOR Thorne Ernst & Whinney 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


6 months to 
1986 1985 1984 Dec. 31, 1983 
At the end of the period 
POCA LGA SSOES | ig. vai de soedereesempuesvnie olen ee es 236.9 242.7 221.0 206.3 
Obligations coe private sectOr™= gary. inte eee nil nil nil nil 
AWD Pans LC ANAC che eee ene ee ae eee eae gens 80.8 81.0 81.2 81.5 
SECT TTT Re) OL GE WAY Fee ee ee ee ane sey: See aes, Cary caterer 116.2 119.0 98.6 81.8 
Cash from Canada in the period 
eee UU OLAT Vir Bitic.nscnisn an Med eae estes ae ey cc ae eee 0.5 nil nil nil 
cee ti gi Oct ie: 0. a anand eens ean Sole ROR A eas od eS nil nil nil nil 


* Excludes $27.4 million in accrued interest owed to Canada. 
** Takes no account of special contributions to Canada in 1986 of $23.3 million. 
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VANCOUVER PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE JOHN CROSBIE, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Vancouver Port Corporation 
as at December 31, 1986 and the statements of income and retained 
earnings and changes in cash resources for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its cash resources for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Ports Corporation Act and the by-laws of the Corporation. 


Thorne Ernst & Whinney 
Chartered Accountants 
Vancouver, Canada 
February 23, 1987 


BALANCE SHEET AS AT DECEMBER 31, 1986 
(in thousands of dollars) 


TTT TS eee 


ASSETS 1986 1985 LIABILITIES AND EQUITY OF CANADA 1986 1985 
Current Assets Current Liabilities 
Casl ies eer ate bho nears element Se mace Renee Mc ew 306 ~—-:1,087 Accounts payable and accrued liabilities ....0.0.000.00.0000.. 3,599 7,892 
ASSISTS ON CTOs, so Soeseat sos gander ae sanndataptocseutnetesecatnance 39,107 36,054 Grants in lieu of municipal taxes...........0.0.ccccccsssesseereeoes 5,187 3,612 
AXCCOUNTS TECElVADIC mae yee tee cea ce ent eee one 5,170 9,488 Deferred'revenucs see eee ee ee en eee 2,781 2,834 
Materialssandisupplics:-=...= ree ee ee 236 778 11,567. 14,338 
44,819 47,407 AccruediEmployeesBenefitsi ee aes eee ee 1,106 1,203 
Investmentsi(Notess) ee eee ee ee 46 9,472 Loansifrom @Canadai(Note 6) earn eee 108,019 108,204 
Vong-TermjReceiyables\(Note4) ime. 7,856 8,223 120,692 123,745 
Property and Equipment (Note 5) ........ccccccccscsceseecssesseeeeeeee 184,187 177,605 Biaity or Cade 
Contributed'capitalig ee (eee. ee tee ee Pree TiS 7,733 
Contribution to Canada (Note 9) .........ccccccccccecscstsseeereeees (23,331) 
Retainedicamingson 2... Se sees | ae 131,814 111,229 
116,216 118,962 
236,908 242,707 236,908 242,707 


Commitments (Note 8) 
Approved by the Board: 


HECTOR D. PERRY 
Chairman 


RODNEY A. SNOW 
Director 
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VANCOUVER PORT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
(in thousands of dollars) 


| Six 
| Six Months Year Year 
| Months Ended Ended Ended 
Ended Decem- Decem-  Decem- 
June 30, ber 31, ber 31, ber 31, 
1986 1986 1986 1985 
Operating revenue, gross ....... 57,105 21,436 78,541 104,349 
Less service contractors ......... 34,541 34,541 63,138 
Operating revenue, net 
| CNOtey7) Bares 8... 22,564 21,436 44,000 41,211 
Operating and administra- 
TIVEFEXPENSES\e see eee 18,147 16,424 
| Grants in lieu of municipal 
MeLCaAKCS ee hea Gece Rete 5,097 4,265 
| DEPKeclationee een ees 6,225 4,704 
29,469 25,393 
| Income from operations.......... 14,531 15,818 
_ Investment income ................. 5,192 4,895 
Interest expense on loans 
fromuGana dame seer..." (338) (350) 
4,854 4,545 
Income before unusual item.. 19,385 20,363 
Adjustment of grants in lieu 
of municipal taxes .............. 1,200 
ING tin COME Hees. on. ee 20,585 20,363 


Retained earnings at begin- 


| 27,344 26,274 
| Financing activities 


apitall rants rere incerta eee nee ere ee 499 
Loans from Canada currently payable.......00...cceeee (185) (173) 
314 (173) 


‘Investment activities 


Additions to property and equipment.....................0:0000 (13,375) (18,815) 

Reduction to property and equipment on cost recovery ... 3,947 

Increasetinilong-termireceivables ..iv1ec-cseceescseneen ees, (3,947) 

Saleot.GanadalBonds.1- ae eee eee 10,897 

019 vol ga A conve I ener RR Saas ara 423 336 
(2,055) (18,479) 


FOR ised neers eats (23,331) 
272 N22 
37,141 29,519 


39,413 37,141 


(Cash resources are defined to include cash and investments) 


Nin gol theryeatvnnc nae sw 111,229 90,866 
Retained earnings at end of 
VCAT ors. fn teen en ot We ote 131,814 111,229 
STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED DECEMBER 31, 1986 
(in thousands of dollars) 
1986 1985 
Cash provided by (used for) 
Operations 
INGLSINGOMIC eo eerste eters yee Oe Cc) 20,585 20,363 
Items not affecting cash 
Depreciation arcs. crc ie ce eet er eee: 6,225 4,704 
(OU YS Giese torte ae er en eer Rar narra ea en oars AR (1,555) 178 
Changes in non-cash components of working capital ....... 2,089 1,029 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1986 


1. General 


The Vancouver Port Corporation (the Corporation) was estab- 
lished effective July 1, 1983 as a local port corporation pursuant 
to the Canada Ports Corporation Act and is named as a Crown 
corporation in Schedule C, Part II of the Financial Administra- 
tion Act. The Corporation is exempt from income taxes. 

The objectives of the Corporation are to manage and operate 
the harbour of Vancouver as an effective instrument in support of 
the national ports policy as set out in the Canada Ports Corpora- 
tion Act. 


2. Summary of Significant Accounting Policies 


These financial statements have been prepared by management 
in accordance with generally accepted accounting principles con- 
sidered to be appropriate in the circumstances and consistently 
applied. A summary of the significant accounting policies of the 
Corporation is as follows: 


(a) Property and equipment 


Property and equipment are recorded at cost. Depreciation of 
property and equipment is calculated on the straight-line 
basis, commencing with the year the asset becomes opera- 
tional, at rates based on the estimated useful lives of the 
assets as follows: 


Dredging 

Berthing structures, buildings, roads 
and surfaces 

Utilities 

Machinery and equipment 

Office furniture and equipment 


40 years 


10 to 40 years 
10 to 33 years 
1 to 20 years 
5 years 


(b) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are 
required from both the employee and the Corporation. 
Although the plan is a defined benefit plan, the contributions 
represent the total liability of the Corporation and are recog- 
nized in the accounts on a current basis. 


(c) Insurance 


The Corporation assumes substantially all risks against fire 
and property damage, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the period incurred. 


(d) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. After the amounts have been audited 
by the Municipal Grants Division of Public Works Canada, 
any adjustments upon finalization are reflected in the 
accounts in the period of settlement. 


(e) Employee benefits 


The Corporation accrues in its accounts the estimated liabili- 
ties for severance pay and annual leave. These benefits are 
provided under collective agreements and corporate policy. 


3. Investments 


Current investments are in Government of Canada treasury 
bills and at December 31, 1986 and 1985 the market value of the 
treasury bills approximated carrying value. Long-term invest- 
ments are in Government of Canada bonds which are shown at 
amortized cost, with premiums or discounts amortized over the 
periods to maturity. At December 31, 1986 the market value of 
the bonds was $48,700 (1985, $10,526,300). 
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VANCOUVER PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1986—Concluded 


4. Long-term receivables th 


1986 1985 


(in thousands 
of dollars) 


Non-interest bearing agreement with B.C. Rail, due as 

and when rail trackage is constructed on Roberts Bank 

causeway or April 1, 1994, whichever is earlier.............. 3,947 3,947 
Long-term agreement for sale of No. 1 Elevator, bearing 

interest at 65/3% per annum, payable in blended annual 


instalments of $462,916 maturing December 31, 1996.. 3,309 3,537 8. 


ess: Curren taporcion ae mee eee eh eee ee (244) (228) 
3,065 3,309 
Long-term agreement for sale of No. 3 elevator, bearing 


interest at 534% per annum, payable in annual instal- 
ments of $117,720 plus interest maturing August 1, 


EE Mes Ree SE 1) a ee rel a OL li 942 ~=1,060 
LeSSICULLENt POLTON ee eere ta ee ee (118) =(118) 

824 942 

OTR Cr Aree ame rc anise Ok eeer Wee Ne iad 20 25 


7,856 8,223 o 


5. Property and equipment 


1986 1985 
Accu- 
mulated 
deprecia- 
Cost tion Net Net 
(in thousands of dollars) 
Wand Wer Oe he a, 76,291 76,291 T5st35 
Dredging trace eee 366 166 200 150 
Berthing structures........ by PP) | 21,937 29,314 27,621 
Buildings 22.4021 43,714 8,821 34,893 11,850 
Utilities cee fees 12,488 4,761 7,727 6,161 
Roads and surfaces........ 29,208 13,829 15,379 12,381 
Machinery and equip- 
Melt eee: ee eee ee 26,192 8,225 17,967 14,720 
Office furniture and 
equipments. 724 567 157 71 
Projects under  con- 
SUTUCtION Tenens 2,259 2,259 29,516 
242,493 58,306 184,187 177,605 
6. Loans from Canada 
1986 1985 
(in thousands 
of dollars) 
Interest bearing loan at 7.5% repayable in blended 
annual instalments maturing December 31, 2000.... 4,333 4,506 
Bessscurrent portion ecocare Sat ccc eee Bee en (I185). . (L7I3Y 
4,148 4,333 
Non-interest bearing loan with an indefinite duedate 76,494 76,494 
Accrued interest not due and payable..............0..0.00.00.. Zi lee ST 


108,019 108,204 


The non-interest bearing loan and accrued interest not due and 
payable were transferred to the Corporation by Canada Ports 
Corporation effective July 1, 1983. This loan replaced an interest 
bearing loan of the same amount on which interest of $27,377,000 
had accrued to December 31, 1980. 

Principal repayment requirements over the next five years 
amount to $185,000 in 1987, $199,000 in 1988, $214,000 in 1989, 
$230,000 in 1990, and $248,000 in 1991. 
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Operating revenue, Net 


The Corporation entered into new Terminal Services contracts 
during 1986 for terminals operated by the Corporation. Under the 
old contracts all revenues generated on these terminals were 
recorded by the Corporation as operating revenue with payments 
for the services of the service contractors recorded as operating 
expense. Under the new contracts revenues now accruing directly 
to the service contractors are not shown as revenue or expense in 
the Corporation’s financial statements. 


Commitments 


At December 31, 1986 the estimated cost of completing all 
approved capital projects was $20 million of which the Corpora- 
tion had contractual obligations at that date for $1.1 million. 

The Corporation has long-term lease obligations of varying 
durations to 1991 for office accommodation aggregating 
$3,152,000 with annual payments in each of the five years of: 
1987, $756,000; 1988, $741,000; 1989, $662,000; 1990, $662,000; 
and 1991, $331,000. 


Related party transactions 


Through common ownership, the Corporation is related to all 
Government of Canada created departments, agencies and Crown 
Corporations. 

In addition to the loans from Canada disclosed in Note 6, the 
Corporation paid $1,599,000 (1985, $1,974,000) to Canada Ports 
Corporation as its share of that Corporation’s operating expenses 
and paid to the Government of Canada $23,331,000 representing 
the Corporation’s share of the contributions requested of Ports 
Canada by the Government of Canada under the cash recovery 
program. The Corporation has been requested to consider declar- 
ing a dividend of 30% of 1986 net income, payable to the Govern- 
ment of Canada by March 31, 1987. 
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VIA RAIL CANADA INC. 


MANDATE 


To manage and provide safe, efficient, effective and economic rail passenger service in Canada to meet the needs of 
the travelling public. 


BACKGROUND 


In accordance with contracts with the Minister of Transport, VIA Rail operates inter-city, transcontinental, regional 
and remote passenger train services over CN and CP railway tracks. 


CORPORATION DATA 


HEAD OFFICE 2 Place Ville-Marie, 
Montreal, Quebec 
H3B 2G6 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS 1977; under the Canada Business Corporations Act. The Minister of 
OF INCORPORATION Transport acquired all common shares on behalf of the Crown on 
April 1, 1978. 
CHIEF EXECUTIVE Denis de Belleval 
OFFICER 
CHAIRMAN Lawrence Hanigan 
AUDITOR Raymond, Chabot, Martin, Paré & Associates 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1986 1985 1984 1983 
(restated ) 
At the end of the year 
TESTES ESS ape aS RSSER ie SSB ry, ee 97] 899 750 652 
Mbheations:to the private SeCtOL vi.....ccc.05- ful ccoeee ee cccsenotee 4 nil nil nil 
Obligations to Canada ssc nil nil nil nil 
Ra aa a NAO eye rg) MAM e8 csi ss eM tea voor ROMs dco 743 (Ae 603 x52 
‘Cash from Canada in the year 
2 UREN SS Soo aan) rr 506 631 474 598 


> TTLET oat eh Sel ee 0 dawnt pret ede ere rere en Rte a ele Ie nl A nil nil nil nil 
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VIA RAIL CANADA INC. 


RESPONSIBILITY FOR PREPARATION AND INTEGRITY OF 
FINANCIAL STATEMENTS 


The management of VIA is responsible for the preparation and 
integrity of the financial statements contained in the Annual Report. 
These statements have been prepared in accordance with generally 
accepted accounting principles and necessarily include some amounts 
that are based on management’s best estimates and judgement. Man- 
agement considers that the statements present fairly the financial posi- 
tion of VIA and the results of its operations. 


To fulfill its responsibility, VIA maintains systems of internal 
accounting controls, policies and procedures to ensure the reliability of 
financial information and to safeguard assets. The internal control sys- 
tems and financial records are subject to reviews by internal auditors 
and by Raymond, Chabot, Martin, Paré during the examination of the 
financial statements. 

The Audit Committee of the Board of Directors meets periodically 
with the internal and external auditors, and with management to 
approve the scope of audit work and to assess reports on audit work 
performed. The financial statements have been reviewed by the Audit 
Committee and approved by the Board of Directors upon their recom- 
mendation. 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


1986 1985 
Current assets 
Gashranashont-tenm Gepositsa since aie eee te eee 3,896 
AGEOLINESITECEIVA DIO Reet ter ee eae Mice eee meee ee 8,435 10,729 
mavanceion contracts (Note 3): seer te eee 5,024 4,817 


213,467 173,171 
24,643 19,481 


Receivable from the Government of Canada .................... 
Materialsiandisuppiiess:. cust mer nee cen ee eae ere 


251,569 212,094 


Long-term assets 
Envestuient cose tere nor cin senteeeeae eeaieec inn eee ae 2,001 
Properties (INOte 4) ie-cnce giro re einen cee eee 709,474 678,712 
Deferredicharveswenca2 st ee ee 7,584 7,769 


719,059 686,481 


970,628 898,575 


See accompanying notes to financial statements. 
Signed on behalf of the Board: 


GARY T. BRAZZELL 
Director and Chairman of the Audit Committee 


LAWRENCE HANIGAN 
Director and Chairman of the Board 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the balance sheet of VIA Rail Canada Inc. as at 
December 31, 1986 and the statements of income and deficit and 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, we have examined the transactions that came to our notice 
in the course of the above-mentioned examination of the financial 
statements of VIA Rail Canada Inc. for the year ended December 31, 
1986, to determine whether they were in accordance with Part XII of 
the Financial Administration Act, the regulations, the charter and by- 
laws of the Corporation and any directives given to the Corporation 
pursuant to the Act. Our examination of these transactions was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered neces- 
sary in the circumstances. In our opinion, these transactions were, in 
all significant respects, in compliance with the authorities specified. 


Raymond, Chabot, Martin, Paré 
Chartered Accountants 
Montréal, Canada 
January 28, 1987 


1986 1985 
Current liabilities 
Bankiadvancesiensrec cette eee ns, tree csc pea ee 3,786 
Accounts payable and accrued liabilities... 208,298 166,835 
Incomejtaxesspayable (NoterO) 2 ae 1,088 127 
Deferred-nevenuce. feces ee er ee 6,314 5,367 
219,486 173,929 
Long-term liabilities 
Deferred investment tax credits (Note 10) ..........cccck. 7,882 12,854 
7,882 12,854 
SHAREHOLDER’S EQUITY 
Shareicapitali(INotesd) eases eee cee Cae eee eee 9,300 9,300 
Contributedisurplusd(INote 6)men. ne eee 744,787 700,587 


Retainedicarnings: (deficit) x. eee ee eee (10,827) 1,905 
743,260 711,792 


970,628 898,575 
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VIA RAIL CANADA INC.—Continued 


STATEMENT OF INCOME AND DEFICIT NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31 YEAR ENDED DECEMBER 31, 1986 


(in thousands of dollars) : ek 
1. Accounting policies 


These financial statements have been prepared by management 
1986 1985 in accordance with accounting principles generally accepted in 
Canada and conform in all material respects with the accounting 


Revenue standards of the International Accounting Standards Committee 


PASSCNEClaMmMReR Te sc RS MET yy ee, Ue ek 204,055 201,393 : . - . ones 

Contract (Note 28) ..ccccssccsnsessnsnr nc. 461,880 523,602 ey ee ee eee dee of historical ine financial infor- 

ONG re chroot Svcs catanende vos ee nsdeus tors 4,640 4,307 mation. The significant policies are summarized below: 

670,575 729,302 (a) Revenue recognition 
Passenger revenue is recognized when earned. Contract reve- 

Expenses é nue (Note 2a) is recognized on a realized and estimated basis 

Operations and maintenance (Note b) ieunseee es 379,456 443,592 and any changes in the estimates are accounted for in the 

Customer and support Services o.........cccccccceccesceeeseseese 191,062 188,770 anor ch 

General and administrative ..............cccccccccccccececcecceceeees 59,177 48,229 Ser nen ee. 

Depreciation ANCTAIM OLA ON eee scene en ere ee 58,935 44,1 12 (b) Charges under railway operating agreements 


SDE Sceal ES Charges from the contracting railways in respect of the oper- 


ating agreements (Note 2b) are recorded on an incurred and 
Income (loss) before income taXe€S...........cccccccceeesesee (18,055) 4,599 estimated basis. 
Income taxes (recovery) (Note 9) oo.c.ccccccceececccececscees (5,323) 3,676 


er ipcanie los uate Beare take 4 attest (12,732) 923 These expenditures are subject to adjustment by the 


Canadian Transport Commission following a review of the 
actual costs incurred each year by the parties concerned. 


Retained earnings (deficit) Adjustments arising from this review are included in the 


Balance at beginning of year... .cccccccccecesesreeeeeeeees 1,905 982 Statementrofalncomevand Deficitsin’ the year in which the 
Balancemitrendtotiveatnn... en eee arenas (10,827) 1,905 resolution occurs 


See accompanying notes to financial statements. 


(c 


— 


Materials and supplies 


The inventory is valued at weighted average cost for on- 
board stock, latest invoice price for fuel and new materials in 
stores, and at estimated utility or sales value for usable 
second-hand, obsolete and scrap materials. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


(d) Investment 


ee ae The Corporation owns 140,279 common shares of Railroad 
5 . : oO 
Cash provided by (used in) operating activities Association Insurance, td? 1(RZAWIEIE) representing a 4% 
Net income (loss) ............. PAL SUNY Cen era (12,732) 923 interest therein accounted for on the cost basis. 
Non-cash charges to income : 
Depreciation and amortization .......0....ccccccccccecceeee 58,935 44,112 (e) Properties 
Eosses On retinement of assets am: eaee eae ante ees Dili 3,866 Properties, including those acquired under capital leases are 
48,980 48,901 recorded at cost. The costs of refurbishing and rebuilding of 
Changes in working capital items rolling stock for the first time are capitalized. These costs are 
ACCOUNTS TeCelVablel ses ate eee ee ere eens 2,294 (1,141) incurred to improve and extend the useful life of the assets 
Materials and supplies.........0...c.ccce ee Ah ifiohe (5,162) (10,392) concerned. The costs of refurbishing and rebuilding of rolling 
Receivable from the Government of Canada... (59,637) (59,308) stock, for a second time, except for major renewals, are 
Accounts payable and accrued liabilities .............., 17,136 35,551 charged to operations. 
Income taxes payable............ See ase aes pamaln (639) 238 
Deferedrcycnuces. en ea ee mene ee 947 2,494 (f) Depreciation and amortization 
eHh@> 06 Waran(S2;558) Depreciation and amortization is calculated on a straight-line 
| Cash flow from operations . hist sb cat » Sarason es cele 3,919 16,343 basis at rates sufficient to write off properties over their 
estimated useful lives. The estimated useful lives for signifi- 
_ Cash provided by (used in) financing activities cant classes of assets are as follows: 
Capital funding from the Government of Canada... 44,200 107,758 . 4 
Receivable from the Government of Canada ............ 19,341 (98) Rolling stock ae 8 to 30 years 
Deferred investment tax credits ......0.ccccccccccccececeseeeseeese (4,684) 3,438 Stations and facilities 20 years 
58,857 111,098 Maintenance buildings 25 years 
Machinery, equipment and other fixed assets 3 to 15 years 
Cash provided by (used in) investment activities Office furniture and equipment 3 to 20 years 
INVESTING pierce eee Petcare (2,001) Leasehold and infrastructure improvements 10 to 38 years 
BODEN UCS feeececch ert iit. ate retin re ne ae (84,754) (151,288) No depreciation is provided for projects in progress. 
Deferred charges OG TSS EAE SAMS oa alti G40) P P Se DIRE 
Changes in working capital items (g) Deferred charges 
Advance on contracts........ FL... Ae es, (207) 3,615 il 4 ’ f f 
Accounts payable and accrued liabilities ............... 24,327 (619) Deferred charges er principally comprised ae the we 
— (90.458). 4150.93) development of information systems and are being amortized 
: a eS) on the straight-line method over periods varying from three 
Decrease in-cash dilningithe yeaa cee ee (7,682) (23,491) to seven years. Accumulated amortization of $35,816,000 
Cash at beginning of year* secseececeeeereeeee 3,896 27,387, (1985—$27,808,000) has been deducted in arriving at the 
Cash at end of year* .. sbonnyseosasbensmast : : (3,786) 3,896 carrying value of the deferred charges. 


*Includes bank advances and short-term deposits. 
See accompanying notes to financial statements. 
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VIA RAIL CANADA INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1986—Continued 


(h) Leases 


Assets recorded under capital leases are amortized on a 
straight-line basis over the terms of the leases. 


All other leases are accounted for as operating leases and the 
rental costs are accounted for as incurred. 


(i) Deferred investment tax credits 


In accordance with the cost reduction approach, investment 
tax credits are deferred and amortized to income over the 
estimated useful lives of the related assets. 


(j) Pensions 


The cost of providing pension benefits is determined by 
actuarial valuations, which allocate to each year of service 
the applicable portion of total estimated benefits, based on 
projections of employees’ compensation levels to the time of 
their retirement. 


Current service costs include the portion of estimated ben- 
efits attributable to services rendered during the current year 
and are funded as they accrue. 


Past service costs are being funded over periods up to twenty- 
five years having regard for rates recommended by the actu- 
ary and approved by the Superintendent of Insurance. 


2. Operating agreements 


(a) Railway passenger service contract 


The Corporation has entered into an agreement with the 
Government of Canada to provide services, activities and 
undertakings relating to the provision, management and 
operation of railway passenger services in Canada. 


The agreement also provides that the Minister of Transport 
and the Corporation shall enter into Subsidiary Service 
Request Agreements with respect to specified inter-city rail 
passenger services. 


(b) Canadian National Railway Company and Canadian Pacific 
Limited 
The Corporation has operating agreements with the railways 


for the use of tracks, facilities, train personnel, rolling stock 
servicing and refurbishing. 


Costs incurred under the railway operating agreements, 
excluding capital expenditures, amounted to $235,986,000 
(1985—$400,777,000). 


. Advance on contracts 


Advance on contracts represent payments made on capital 
projects for station upgrading and the purchase of maintenance 
materials. 


. Properties 
1986 1985 
(in thousands of 
dollars) 
Mand? 2... AUS eee ee, Eee et 2,806 391 
Rolling: Stock. ck ee ya ee ee eaten nT 517,851 496,751 
Stationsandtactitiesc acters mei ener i: 12,526 9,463 
Maintenance buildings .. oc. accent eee 90,029 42,884 
Machinery, equipment and other fixed assets ....... 9,554 8,231 
Office furniture and equipment... 21,417 17,593 
Leasehold and infrastructure improvements ......... 123,420 133,481 
777,603 708,794 
Accumulated depreciation and amortization......... (169,848) (120,218) 
607,755 588,576 
PLOJCCIS My PORTERS cer, ceuen seers sevetaeessscesse sen sens 101,719 90,136 


709,474 678,712 
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At December 31, 1986 the gross value of assets under capital 
leases included above was $7,235,000 (1985—$5,250,000) and 
related accumulated amortization thereon amounted to $271,000 
(1985—$8,000). 


5. Share capital 


1986 1985 
(in thousands 
of dollars) 
Authorized 
An unlimited number of common shares of no par 
value 
Issued and fully paid 
93:000;commion’Shares (2 ere rent eee ere eae 


9,300 9,300 


. Contributed surplus 


Contributed surplus represents amounts received or receivable 
from the Government of Canada for capital expenditures. 


7. Lease obligations and commitments 


(a) The future minimum rental payments relating to operating 
leases are as follows: 


(in 
thousands 

of 
dollars) 
Ee ee eee ere Ore Crore metering edixr chute acid pchanerbceek 14,149 
L988. rece ceterset sti ce. testa anes Cotetirariae esas eT ee 12,508 
IO eae Re earn pe eerie Roe inne Re tee ths a ET iL ea a 12,060 
E99 ae i era 11,805 
19D 1 Pa ote on Breet ae oh rT ee 12,179 
SuUDSequENt Vea Reset eee eet eee 334,446 


397,147 


A significant portion of the leases are for real estate or rental 
of computer equipment and services. 


(b) No obligations under capital leases exist as lease payments 
applicable to the initial terms have been paid in lump sums at 
the inception of the leases. 


(c) As at December 31, 1986 the Corporation has outstanding 
commitments mainly relating to the purchase of property and 
equipment amounting to approximately $34,647,000. 


8. Pension plans 


(a) The Corporation has retirement benefit plans covering all of 
its permanent employees, including those transferred from 
Canadian National Railway Company during the year and in 
1985 (Note 11). Under the plans, employees are entitled to 
benefits at retirement age, based on compensation and length 
of service. 


Actuarial valuations of the pension plans were carried out as 
at December 31, 1985. Based on these valuations, unfunded 
liabilities in respect of past service costs at December 31, 
1986, excluding any such liability pertaining to the foregoing 
employees transferred to the Corporation, amounted to 
approximately $2,402,000. 
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VIA RAIL CANADA INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1986—Concluded 


S): 


Iie 


(b) Employees transferred from Canadian National Railway 
Company during the year, and in 1985, will be fully pro- 
tected to the extent of their benefits accrued under the pen- 
sion plan of their former employer. Negotiations are continu- 
ing concerning the amount of funds to be transferred to cover 
accumulated benefits up to the dates of transfer. 


Income taxes 


The effective tax rate in the statement of income and deficit 
varies from the combined Federal and Provincial income tax rate 
as a result of differences between capital cost allowances and 
depreciation and amortization expense. No benefits have been 
recognized in respect of these differences because of uncertainty 
as to their realization in future accounting periods. 


. Prior period adjustment 


As indicated in the Corporation’s 1985 financial statements, 
Revenue Canada was in the process of auditing the Corporation’s 
tax returns for the years ended December 31, 1978 to 1984. This 
audit has now been completed and assessments have been issued 
disclosing that no Federal income taxes are payable, due to the 
utilization of investment tax credits. 


Revenue Canada’s assessments have influenced the Corpora- 
tion’s Provincial tax position in that certain tax liabilities, previ- 
ously accounted for as deferred income taxes, are now currently 
payable. As a result of this revised position, deferred income tax 
liabilities as at December 31, 1985, have been reduced by 
$1,727,000, of which $238,000 related to the year then ended; and 
current income taxes have been increased by a corresponding 
amount. 


Related party transactions 


VIA Rail Canada Inc. is a Crown Corporation with all of its 
issued shares owned by the Government of Canada. 


In the normal course of business, the Corporation contracts 
with other Crown Corporations for services which in 1986 
amounted to $198,927,000 (1985—$361,912,000). The amounts 
payable to these Corporations at December 31, 1986 amounted to 
$52,827,000 (1985—$44,787,000). 


During the year, and in 1985, certain rolling stock maintenance 
and station activities, previously conducted under the operating 
agreement with Canadian National Railway Company referred to 
in Note 2(b), have been progressively transferred under the Cor- 
poration’s direct control. Pursuant to these arrangements certain 
inventories and properties were acquired during the year for a 
total consideration of $4,961,000 (1985—$10,808,000). The Cor- 
poration also acquired the services of approximately 282 (1985— 
1,460) former employees of Canadian National Railway Com- 
pany and entered into various operating leases for the rental of 
real estate on which the maintenance buildings and certain sta- 
tions and facilities are located. 


. Subsequent events 


As indicated in the Corporation’s 1985 financial statements, a 
National Rail Passenger Transportation Act is expected to be 
tabled in Parliament. It will establish a legislative basis for the 
provision of national and commuter rail passenger transportation 
services. This legislation will change the Corporation’s relation- 
ship with the Government of Canada, as well as the two freight 
railways which control the Corporation’s essential rights-of-way. 
The financial impact of the legislation cannot be estimated with 
any certainty at this time. 
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PART II 


CROWN CORPORATIONS AND OTHER 
CORPORATE INTERESTS 
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1. INTRODUCTION TO PART II 


This Part responds to the provision in the Financial Administration Act, paragraph 153(3)(a) that the Report of 
the President “shall include a list naming, as of a specified date, all Crown corporations and all corporations of which 
any shares are held by, on behalf of or in trust for the Crown or any Crown corporation.” 


The information represents the status of Crown corporations and other Canadian government interests as at July 
31, 1987, unless otherwise noted. 


The individual lists are: 

Parent Crown Corporations and their subsidiaries and associates. These are grouped as: 

— subsidiaries held at 100%, if wholly-owned, 

— subsidiaries held at 50-99 %, if 50% or more of the equity is held by a Crown corporation; or, 


— Associates held at less than 50% if less than 50% is held. (Generally subsidiaries of subsidiaries are listed 
only to a second ownership level below the 100% owned category); 


Joint Enterprises are those owned by Canada jointly with another level of government, e.g., provincial or 
municipal; 


Mixed Enterprises are those in which ownership is shared by Canada and the private sector; 


Other Entities are corporate entities without share capital for which the Government of Canada, directly or 
through a Crown corporation, has a right pursuant to statute, articles of incorporation, letters patent or by-law, 
to appoint one or more members of the board of directors or similar governing body. 


International Organizations are corporate entities created pursuant to international agreements by which 
Canada has a right to appoint or elect members to a governing body. 


A statistical summary of the number of entities in each of the lists is presented on the next page. 


The reader should note that the descriptions of corporate mandates appearing in this Part are intended to convey 
the essence of those mandates. They are not legal descriptions. Similarly, the description of the government’s 
objective in making investments in these corporations is meant only as a summarization. For further information, the 
reader is referred to the special Acts, articles of incorporation, or annual reports of the corporations. The government 
percentage ownership data displayed are based on the number of voting shares. 
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2. STATISTICAL SUMMARY 


As at July 31, 1987 


Crown Corporations 


e Parent Crown corporations including eight 
corporations which are exempted from Part XII 
of the FAA 

e Wholly-owned subsidiaries 


TOTAL 


Crown Corporations’ Investments (direct and indirect) 


e Subsidiaries held at 50% or more but less than 100% 
e Associates held at less than 50% 
LrORAL 


Joint and Mixed Enterprises 


TOTAL 


Other Entities 


— Entities without share capital 


International Organizations 


— Entities created pursuant to international agreement 


* Includes: 


— in process of dissolution 


Canadian National (West Indies) Steamships Ltd. and Canagrex 


Excludes: 


Teleglobe Canada — assets sold April 3, 1987 


** Tncludes: 
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DSO 


— 12 corporations in which the Superintendent of Bankruptcy has received 


shares in lieu of a cash levy. 


— Canada Development Corporation — remaining shares, sale announced 


October 8, 1987. 
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3. THE LISTINGS 


3.1. PARENT CROWN CORPORATIONS, WHOLLY-OWNED SUBSIDIARIES, OTHER SUBSIDIARIES 
AND ASSOCIATES 


Notes 


1. For corporations scheduled in the Financial Administration Act (FAA), the relevant schedule is shown in 
parentheses immediately following the corporation’s name. 


2. Under the FAA, a subsidiary is a Crown corporation if it is wholly-owned directly or indirectly by one or more 
parent Crown corporations. 


1. Air Canada (C-II) 


Subsidiaries held at 100% 
Air BC Limited 
enRoute Card International Inc. 
enRoute Card Inc. 
Airtransit Canada 
Touram Inc. 
Touram Group Service Inc. 


Subsidiaries held at 50-99% 
Matac Cargo Ltd. (50%) 
153333 Canada Inc. (50%) 
152160 Canada Inc. (75%) 

Air Ontario Inc. 


Associates held at less than 50% 

Aeronautical Radio, Inc. (1 share) 

Aerospace Realties (1986) Ltd. (30.3%) 

Air Cargo Facilities (2.5%) 

Air Nova (49%) 

Airlines Clearing House Inc. (1 share) 

Airlines Reporting Corporation (3.3%) 

Airline Tariff Publishing Co. (1.5%) 

Global Travel Computer Holdings Ltd. (34.78%) 

GPA Group Ltd. (25.98%) 
Aircraft Finance Limited, Ireland 
Aircraft Finance Limited, United Kingdom 
Aviation Finance Limited 
Air Maple Limited 
Air Tara Limited 
Aviation Consultants Limited 
Avitas Inc. (25%) 
Elasis B.V. 
European Expedite Limited, Ireland 
European Expedite Limited, United Kingdom 
Extra Executive Transport GmbH (49%) 
GPA Airbus 320 Limited (50%) 
GPA Corporation 
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GPA Europe Limited 
GPA Financial Services Limited 
GPA Finance Limited 
GPA Jetprop Inc. 
GPA Fokker 100 Limited (50%) 
GPA Fokker 100 (NA) N.V. (50%) 
GPA Insurance Brokers Limited 
GPA Holdings Limited 
GPA Jetprop Limited (50%) 
GPA Jetprop Limited 
GPA Leasing (NA) N.V. 
GPA Midland Limited (51%) 
GPA Netherlands B.V. 
Guinness Peat Aerospace Limited, Ireland 
Guinness Peat Aerospace Limited, United Kingdom 
Guinness Peat Aviation Asia Limited 
Guinness Peat Aviation (Belgium) N.V. 
Guinness Peat Western Limited 
Panco Corporation 
Transportation Analysis International Limited 
Irish Aerospace Limited (50%) 
TAI Incorporated 
TransTiger Corporation 
Innotech Aviation Industries (1986) Ltd. (30.3%) 
Innotech Aviation Enterprises Ltd. (66.9%) 
Innotech Aviation Inc. 
International Aeradio (Caribbean) Limited (nominal) 
Société internationale de télécommunications 
aéronautiques (nominal) 
Laxfuel Corporation (nominal) 
Lax Two Corp (Nominal) 


2. Atlantic Pilotage Authority (C-I) 

3. Atomic Energy of Canada Limited (C-I) 

4. Bank of Canada (Exempted) 

5. Canada Council (Exempted) 

6. Canada Deposit Insurance Corporation (C-I) 


7. Canada Development Investment Corporation (C-IT) 


Subsidiaries held at 100% 
Cartierville Financial Corporation 
Eldorado Nuclear Limited 
Eldorado NPI Limited 
Eldorado Aviation Limited 
Eldorado Resources Limited 
119371 Canada Limited 
Eldor Resources Limited 
Key Lake Mining Corp. (16.6%) 


Associates held at less than 50% 
Varity Corporation (2.7%) 


8. Canada Harbour Place Corporation (C-I) 
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19: 


20. 


Canada Lands Company Limited (C-1) 


Subsidiaries held at 100% 
Canada Lands Company (Mirabel) Limited 
Canada Lands Company (Le Vieux-Port de Montréal) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 


. Canada Mortgage and Housing Corporation (C-1I) 
. Canada Museums Construction Corporation Inc. (C-I) 


. Canada Ports Corporation (C-II) 


Subsidiary held at 50-99% 
Ridley Terminals Inc. (90%) 


. Canada Post Corporation (C-I) 


. Canadian Broadcasting Corporation (Exempted) 


Associates held at less than 50% 
Cable North Microwave Limited (1 share) 
Master FM Limited (20%) 
Visnews Limited (33%) 
Viscom International (USA) Limited 


. Canadian Commercial Corporation (C-I) 
. Canadian Dairy Commission (C-I) 
. Canadian Film Development Corporation (Exempted) 


. Canadian Institute for International Peace and Security (Exempted) 


Canadian Livestock Feed Board (C-I) 


Canadian National Railway Company (C-II) 


Subsidiaries held at 100% 
Autoport Limited 
The Canada and Gulf Terminal Railway Company 
Canadian National Express Company 
The Canadian National Railways Securities Trust 
Canadian National Steamship Company, Limited 
Canadian National Telegraph Company 


The Great North Western Telegraph Company of Canada (94.54%) 


Canadian National Transfer Company Limited 
Canadian National Transportation, Limited 
Chapman Transport Limited 
Empire Freightways Limited 
Royal Transportation Limited 
Canat Limited 
CN (France) S.A. 
CNM Inc. 
Halifax Industries (Holdings) Limited (33.3%) 
Lakespan Marine Inc. (50%) 
Seabase Limited (15%) 
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CN Tower Limited 
CN Transactions Inc. 
Canac Consultants Limited 
Canadian National Hotels (Moncton) Ltd. 
Canaprev Inc. (50%) 
Canaven Limited 
CN Exploration Inc. 
CN Hotels Inc. 
East Yard Development Ltd. (50%) 
The Toronto Terminals Railway Company (50%) 
EID Electronic Identification Systems Ltd. 


Grand Trunk Corporation 
Central Vermont Railway, Inc. 
Domestic Four Leasing Corporation 
Domestic Three Leasing Corporation 
Domestic Two Leasing Corporation 
Duluth, Winnipeg and Pacific Railway Company 
Grand Trunk Land Development Corporation 
Grand Trunk Radio Communications, Inc. 
Grand Trunk Western Railroad Company 
The Belt Railway Company of Chicago (8.33%) 
Chicago and Western Indiana Railroad Company (20%) 
Trailer Train Company (2.63%) 
The Minnesota and Manitoba Railroad Company 
The Minnesota and Ontario Bridge Company 
Mount Royal Tunnel and Terminal Company, Limited 
Northwestel Inc. 
Terra Nova Telecommunications Inc. 


Subsidiaries held at 50-99% 
The Canada Southern Railway Company (50%) 
The Canadian Northern Quebec Railway Company (59.7%) 
Detroit River Tunnel Company (50%) 
The Northern Consolidated Holding Company Limited (71.9%) 
The Public Markets, Limited (50%) 
The Quebec and Lake St. John Railway Company (89.1%) 
Shawinigan Terminal Railway Company (50%) 


Associates held at less than 50% 
Compagnie de gestion de Matane Inc. (49%) 
Computer Sciences Canada, Ltd. (7.87%) 
Dome Consortium Investments Inc. (16.66%) 
Eurocanadian Shipholdings Limited (18%) 
Fort Point Holdings Ltd. (25%) 
Halterm Limited (33.3%) 
Railroad Association Insurance, Ltd. (7.47%) 
Telesat Canada (3.75%) 


21. Canadian National (West Indies) Steamships, Ltd. (C-I)* 
22. Canadian Patents and Development Limited (C-I) 
23. Canadian Saltfish Corporation (C-I) 


24. Canadian Wheat Board (Exempted) 


* In process of dissolution 
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26. 


21. 
28. 
29: 
30. 
31: 
32. 
33% 
34. 


ijof 
36. 
a7 


38. 


39: 


Canagrex (C-I)* 
Cape Breton Development Corporation (C-I) 


Subsidiaries held at 100% 
Cape Breton Carbofuels Limited 
Darr (Cape Breton) Limited 
Dundee Estates Limited 


Subsidiaries held at 50-99% 
Whale Cove Summer Village Limited (62.5%) 


Associates held at less than 50% 
Bay Lumber Limited (7%) 
Haak Conveyor & Manufacturing Limited (42%) 
Newco Mining Limited (10%) 
Sun Mountain Development Limited (Cape Breton Ski Club) (4%) 
4M Panga Hotel Co. Limited (45%) 


Defence Construction (1951) Limited (C-I) 
Export Development Corporation (C-I) 
Farm Credit Corporation (C-I) 
Federal Business Development Bank (C-I) 
Freshwater Fish Marketing Corporation (C-I) 
Great Lakes Pilotage Authority, Ltd. (C-I) 
Halifax Port Corporation (C-II) 
Harbourfront Corporation (C-I) 

Subsidiaries held at 100% 


Peter Street Basin Properties Inc. 
630370 Ontario Ltd. 


Subsidiaries held at 50-99% 
Harbourpoint Developments (Harbourfront) Limited 
Art Gallery at Harbourfront (membership interest) 
School-By-the-Water (membership interest) 


International Centre for Ocean Development (C-I) 
International Development Research Centre (Exempted) 
Laurentian Pilotage Authority (C-I) 
Marine Atlantic Inc. (C-I) 

Subsidiaries held at 100% 


Coastal Transport Ltd. 
Newfoundland Dockyard Company 


Mingan Associates Ltd. (C-I) (Inactive) 


* In process of dissolution 
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Montreal Port Corporation (C-II) 

National Arts Centre Corporation (Exempted) 
National Capital Commission (C-I) 

Northern Canada Power Commission (C-I) 
Pacific Pilotage Authority (C-I) 


Petro-Canada (C-II) 


Subsidiaries held at 100% 
Amauligak Explorations Inc. 
Bent Horn Development Inc. 
Canertech Inc.* 
Petro-Canada Consulting Corporation 
Petro-Canada Enterprises Inc.* 
Petro-Canada Espanola, S.A. 
Petro-Canada International Assistance Corporation (acting parent Crown corporation) 
Petro-Canada Inc. 
Arctic Pilot Project Inc. 
Asher American, Inc. 
Blakeny and Son (1979) Ltd. 
BP Marketing Canada Limited 
Canstar Oil Sands Ltd. 
Fifth Pacific Stations Ltd. 
GMI Co. (Bahamas) Limited 
Independent Fuels & Lumber Ltd.* 
Morrow Fuel Oil Sales Ltd. 
Northwest Terminals Ltd. 
Opal Oils Limited 
Commodore Oils Limited 
First Pacific Stations Ltd. 
Second Pacific Stations Ltd. 
Third Pacific Stations Ltd. 
Fourth Pacific Stations Ltd.** 
Pacific Petroleums Limited* 
Pacific Pipelines, Inc. 
Petro-Canada Hydrocarbons Inc. 
Petro-Canada (Barito) Inc. 
Petro-Canada Chemicals Inc. 
Petro-Canada Drilling Inc. 
Petro-Canada Oil & Gas Inc. 
Petro-Canada Petroleum Marketing Inc. 
Petro-Canada Petroleum Inc.* 
Petro-Canada Youth Inc. 
Depanneurs Le Frigo Ltée. 
Chatelaine Restaurants Limited 
St. Laurent Petroleum Inc. 
Petro-Canada (U.K.) Limited 
Petroleum Transmission Company 
Petron Petroleum Ltd. 
Prairie Leaseholds Ltd. 


* In process of dissolution 
** Shares held by Montreal Trust Company in connection with debt issue 
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Rocair Limited 

Servico Limitée/Servico Limited 
Wayfare Restaurants Limited 
XYCHEM Inc. 

103912 Canada Inc. 

106616 Canada Inc. 

106618 Canada Inc. 

106619 Canada Inc. 

106620 Canada Inc. 

106621 Canada Inc. 

146923 Canada Ltd. 

146924 Canada Ltd. 


Subsidiaries held at 50-99% 
Canstar Oil Sands Ltd. (50%) 
Keyanaw Oils Sands Ltd. (50%) 
Les Huiles Du Royaume Inc. (50%) 
Marchand Petroleum (Canada) Inc. (50%) 
Panarctic Oils Ltd. (52.73%) 
Petro-Canada Centre Inc. (50%) 

Petro-Canada Centre Finance Inc. 

Sedpex Inc. (50%) 
Wapisoo Oil Sands Ltd. (50%) 
288564 Alberta Ltd. (50%) 


Associates held at less than 50% 
Alberta Products Pipeline Ltd. (35%) 
Ducharme & Carbone (1981) Inc. (43.8%) 
Harvey’s Oil Limited (49.9%) 
Internationale de Services Industriels et Scientifique, S.A. (27%) 
Les Huiles Desroches Inc. (45%) 
Les Petroles Sherbrooke Inc. (47%) 
McAsphalte Inc. (49%) 
Marc Dufresne (1978) Inc. (49.99%) 
Northward Development Ltd. (17%) 
Perry Fuels Inc. (49%) 
Petroles de la Maurice (Canada) Inc. (49.99%) 
Petroles M. Miron Inc. (49.9%) 
Petroles St. Jean Sur Richelieu Inc. (49%) 
Roma Fuels Limited (49%) 
Sulconam Inc. (7.6%) 
Syncrude Canada Ltd. (17%) 
Thermo Page Inc. (49%) 
Town & Country Fuels (1980) Inc. (49%) 
Westcoast Transmission Company Ltd. (30.8%) 
Westcoast Transmission Company (Alberta) Ltd. 
Westcoast Transmission Holdings Ltd. 
Vancal Properties Ltd. 
W.T. Investments Inc. 
Westcoast Diversified Industries Ltd. 
Westcoast Transmission Company, Inc. 
Westcoast Energy Ltd. 
Westcoast Petroleum Ltd. 
Westcoast Resources Inc. 
Dover Petroleum Inc. 
Texas Pacific Oil Canada Ltd. 
Canadian Roxy Petroleum Ltd. 
Island & Coastal Natural Gas Co. Ltd. 
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46. 


47. 


48. 


49. 


50. 


Inter B.C. Gas Transmission Ltd. 

Saratoga Processing Company Limited 

Pacific Northern Gas Ltd. 
PNG Marketing Ltd. 

Foothills Oil Pipe Line Ltd (50%) 

Foothills Pipe Lines Ltd. (30%) 

Foothills Pipe Lines (North B.C.) Ltd. (49%) 

Foothills Pipe Lines (Yukon) Ltd. (50%) 
Foothills Pipe Lines (North B.C.) Ltd. (51%) 
Foothills Pipe Lines (South Yukon) Ltd. 
Foothills Pipe Lines (North Yukon) Ltd. 
Foothills Pipe Lines (South B.C.) Ltd. (51%) 
Foothills Pipe Lines (Alta.) Ltd. (51%) 
Foothills Pipe Lines (Sask.) Ltd. (51%) 


Foothills Engineering Ltd. 
113989 Canada Limited (49.9%) 
128963 Canada Inc. (49%) 
139741 Canada Ltée. (49%) 


Subsidiaries held at less than 5% (other interests) 


Campbell Resources Inc. 
Carnduff Gas Limited 
Cheyenne Petroleum Corp. (NPL) 


Cynthia Gas Gathering Company Limited 


House of Brougham Limited 
International Standard Resources Ltd. 
Kanata Hotels International Inc. 
Manhattan Continental Dev. Corp. 
Mascot Gold Mines Ltd. 

Montreal Pipe Line Limited 

New Nadina Explorations Ltd. 
Northwood Pulp and Timber Limited 
Oil Spill Response Limited 

Pacific Energy Resources Ltd. 
Pacific Northern Gas Ltd. 

Peace Pipe Line Ltd. 

Petrogas Processing Ltd. 

Polar Gas Engineering Services Ltd. 
Redwater Water Disposal Co. 

Riley’s Data Share International Ltd. 
Rimbey Pipe Line Co. Ltd. 

Sultran Ltd. 

Toronto Credits Limited 
Trans-Northern Pipelines Inc. 
Wardean Drilling Co. Limited 
204383 Enterprises Inc. 

346877 Ontario Ltd. 


Port of Quebec Corporation (C-II) 
Prince Rupert Port Corporation (C-IT) 
Royal Canadian Mint (C-I) 

Saint John Port Corporation (C-II) 


St. John’s Port Corporation (C-II) 
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51. The St. Lawrence Seaway Authority (C-I) 


Subsidiaries held at 100% 
The Jacques Cartier and Champlain Bridges Incorporated 
The Seaway International Bridge Corporation, Ltd. 


52. Standards Council of Canada (C-I) 
53. Vancouver Port Corporation (C-II) 


54. VIA Rail Canada Inc. (C-I) 


Associates held at less than 50% 
Railroad Association Insurance, Ltd. (4%) 
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These are enterprises with share capital which are owned jointly with other governments and/or other organizations 


to further common objectives. 

Note: Subsidiaries and associates are not listed. 

1. Canada Development Corporation 

2. Canarctic Shipping Company Limited 

3. Cooperative Energy Corporation 

4. Lower Churchill Development Corporation Limited 

5. Mohawk St. Régis Lacrosse Ltd. (inactive) 

6. National Sea Products Ltd. 

7. Newfoundland and Labrador Development Corporation Limited 
8. North Portage Development Corporation 


9. NPM Nuclear Project Managers Canada Inc. 


10. N.S. Holdco Ltd. 
11. Société Inter-Port de Québec 
12. Telesat Canada 


13. 125459 Canada Ltd. 


Under terms of the Bankruptcy Act, the Superintendent of Bankruptcy has received shares in the following 


corporations: 
14. Prestige Poultry Products Ltd. 
15. Mount Nansen Mines Ltd. 


16. Geoform Designs Inc. 
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17. Captain Scotts Fish & Chips (1978) Ltd. 
18. Romfield Building Corporation Ltd. 

19. Dreco Energy Services 

20. International Hydrodynamics Co. Ltd. 
21. Wilanour Resources Ltd. 

22. Blake Resources 

23. Totran Services Ltd. 

24. House of Brougham Ltd. 


25. Equity Capital Investments Ltd. 


3.3 OTHER ENTITIES 


These are corporate entities without share capital for which the Government of Canada has a right to appoint 
members to the boards of directors or similar governing bodies. 


1. Agricultural Products Board 

2. Asia-Pacific Foundation of Canada 

3. The Army Benevolent Fund 

4. Association for the Export of Canadian Books 

5. The Blue Water Bridge Authority 

6. Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children 
7. Buffalo and Fort Erie Public Bridge Authority 

8. Calgary Olympic Development Association 

9. Canadian Fitness and Lifestyle Research Institute Inc. 
10. Canada Grains Council 

11. Canadian International Grains Institute 

12. Coaching Association of Canada 

13. Forest Engineering Research Institute of Canada 


14. FORINTEK Canada Corp. 


Harbour Commissions 
15. Fraser River Harbour Commission 


16. The Hamilton Harbour Commissioners 
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17. Thunder Bay Harbour Commission 
18. Nanaimo Harbour Commission 
19. North Fraser Harbour Commission 
20. Oshawa Harbour Commission 
21. Port Alberni Harbour Commission 
22. The Toronto Harbour Commissioners 
23. Windsor Harbour Commission 
24. Hockey Canada Inc. 
25. International Fisheries Commissions Pension Society 
26. Last Post Fund 
27. Maritime Forestry Complex Corp. 
28. Medical Council of Canada 
29. The Nature Trust of British Columbia 
30. National Sport and Recreation Centre, Inc. 
31. Oo-Za-We-Kwun Centre Inc. (inactive) 
32. PARTICIPaction 
33. POS Pilot Plant Corporation 
34. Roosevelt Campobello International Park Commission 
35. Saint John Harbour Bridge Authority 
36. Terry Fox Humanitarian Award Inc. 
37. Trustees of the Olympic Endowment Fund 
38. The Vanier Institute of the Family 
39. Western Grains Research Foundation 
40. XV Winter Games Organizing Committee (OCO’88) 


41. Northern Native Fishing Corporation 


3.4 INTERNATIONAL ORGANIZATIONS 


Corporate entities created pursuant to international agreements where Canada has a right to appoint or elect 
members to a governing body. 


1. African Development Bank 
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African Development Fund 

Asian Development Bank 

Caribbean Development Bank 

Commonwealth War Graves Commission 

Inter American Development Bank 

International Bank for Reconstruction and Development 
International Boundary Commission 


International Development Association 


. International Finance Corporation 


. International Fund for Agricultural Development 


International Joint Commission 


International Monetary Fund 
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APPENDIX ‘A’ 


Additions/Deletions to Part II Listings 
July 31, 1986 — July 31, 1987 


Name Change Notes 
107744 Canada Inc. Deleted Petro-Canada 
152160 Canada Inc. Added Air Canada 
153333 Canada Inc. Added Air Canada 
346877 Ontario Ltd. Added Petro-Canada 
Aerospace Realties (1986) Ltd. Added Air Canada 
Air Canada Services Inc. Deleted Air Canada 
Air Ontario Holdings Inc. Deleted Air Canada 
Air Ontario Inc. Added Air Canada 
AirBC Limited Added Air Canada 
Aircraft Finance Limited Deleted Air Canada 
Aircraft Finance Limited, Ireland Added Air Canada 
Aircraft Finance Limited, United Kingdom Added Air Canada 
Alberta Products Pipeline Ltd. Added Petro-Canada 
Aviation Finance Limited Added Air Canada 
Avitas Inc. Added Air Canada 
British Commonwealth International 
_ Newsfilm Agency Limited Deleted Canadian Broadcasting Corporation 
The Canadian Co-operative Implements Limited Deleted Sold 
Canadair Challenger Inc. Deleted Canada Development Investment 
| Corporation 
| Canadair Financial Corporation Deleted Canada Development Investment 
| Corporation 
Canadair International Limited Deleted Canada Development Investment 
| Corporation 
Canadair Limited Deleted Canada Development Investment 
| - Corporation 
Canadair Services Limited Deleted Canada Development Investment 
| Corporation 
-—Canertech Conservation Inc. Deleted Petro-Canada 
Canertech Conservation (N.B.—P.E.I.) Inc. Deleted Petro-Canada 
_Canertech Conservation (N.S.) Inc. Deleted Petro-Canada 
'Canertech Conservation (Ontario) Inc. Deleted Petro-Canada 
-Canstar Oil Sands Ltd. Added Petro-Canada 
Cape Breton Offshore Fabricators Limited Deleted Cape Breton Development Corporation 
-Carnduff Gas Limited Added Petro-Canada 
_Cartierville Financial Corporation Added Canada Development Investment 
Corporation 
Challenger Aviation Service GmbH Deleted Canada Development Investment 
| Corporation 
Coastal Transport Limited Deleted Canadian National Railway Company 
Coastal Transport Limited Added Marine Atlantic Inc. 
Cross Canada Flights Ltd. Deleted Air Canada 
_ Eastern Carbide Tools Limited Deleted Cape Breton Development Corporation 
European Expidite Limited, United Kingdom Added Air Canada 
Extra Executive Transport Gmbh Added Air Canada 
~FORINTEK Canada Corp. Added Created 1979—omitted from previous 
listing 
Foothills Engineering Ltd. Added Petro-Canada 


Foothills Oil Pipe Line Ltd. Added Petro-Canada 
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Name Change Notes 

Foothills Pipe Lines (Alta.) Ltd. Added Petro-Canada 

Foothills Pipe Lines Ltd. Added Petro-Canada 

Foothills Pipe Lines (North B.C.) Ltd. Added Petro-Canada 

Foothills Pipe Lines (North Yukon) Ltd. Added Petro-Canada 

Foothills Pipe Lines (Sask.) Ltd. Added Petro-Canada 

Foothills Pipe Lines (South B.C.) Ltd. Added Petro-Canada 

Foothills Pipe Lines (South Yukon) Ltd. Added Petro-Canada 

Foothills Pipe Lines (Yukon) Ltd. Added Petro-Canada 

GPA Airbus 320 Limited Added Air Canada 

GPA Finance Limited Added Air Canada 

GPA Fokker 100 Limited Added Air Canada 

GPA Fokker 100 (NA) N.V. Added Air Canada 

GPA Jetprop Inc. Added Air Canada 

GPA Jetprop Limited Added Air Canada 

Guiness Peat Aerospace Limited, United Kingdom Added Air Canada 

Guiness Peat Aerospace Limited, Ireland Added Air Canada 

Hunter Enterprises Orillia Limited Deleted Petro-Canada 

Innotech Aviation Enterprises Ltd. Added Air Canada 

Innotech Aviation Inc. Added Air Canada 

Innotech Aviation Industries (1986) Ltd. Added Air Canada 

Innotech Aviation Ltd. Deleted Air Canada 

Innotech Aviation Nfld. Ltd. Deleted Air Canada 

Inter B.C. Gas Transmission Ltd. Added Petro-Canada 

Island & Coastal Natural Gas Co. Ltd. Added Petro-Canada 

Joseph Elie Limited Deleted Petro-Canada 

Kanata Hotels International Inc. Added Petro-Canada 

Laxfuel Corporation Added Air Canada 

Lax Two Corp Added Air Canada 

Les Huiles Desroches Inc. Added Petro-Canada 

Marine Atlantic Inc. Deleted Canadian National Railway Company 

Marine Atlantic Inc. Added Parent Crown corporation 

Maritime Forestry Complex Corp. Added Created 1980—omitted from previous 

listing 

Montreal Pipe Line Limited Added Petro-Canada 

Nanisivik Mines Limited Deleted Sold 

National Parks Citizens Committee Inc. Deleted Charter surrendered 
December 31, 1986 

Newfoundland Dockyard Company Added Marine Atlantic Inc. 

News Film Services Limited Deleted Canadian Broadcasting 
Corporation 

Northern Native Fishing Corporation Added Created 1982 — omitted 
form previous listing 

Northwood Pulp and Timber Limited Added Petro-Canada 

Nova, An Alberta Corporation Deleted Petro-Canada 

OCRA Communications Inc. Deleted Canadian National Railway 
Company 

Oil Spill Response Limited Added Petro-Canada 

Pacific Petrochemicals Limited Deleted Petro-Canada 

Pacific Petroleums (Overseas) Limited Deleted Petro-Canada 

Panco Corporation Added Air Canada 

Petro-Canada Youth Inc. Added Petro-Canada 

Saint John Port Corporation Added Parent Crown Corporation 

Saratoga Processing Company Limited Added Petro-Canada 

Sparfil International Inc. Deleted Petro-Canada 


Teleglobe Canada Deleted Assets sold 
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Name 


Teleglobe Canada Limited 
Télévision St. Francois Inc. 


Toronto Credits Limited 

Trans-Northern Pipelines Inc. 

TransTiger Corporation 

Trustees of the Olympic Endowment Fund 


House of Brougham Limited 

Valera Electronics Inc. 

Vancal Properties Ltd. 

Venezuelan Canadian Oils, C.A. 
Venezuelan Pacific Petroleums, C.A. 
Viatec Resource Systems, Inc. 

W.T. Investments Inc. 

Wayfare Restaurants Limited 
Westcoast Diversified Industries Ltd. 
Westcoast Petroleum Ltd. 

Westcoast Transmission 

Company (Alberta) Ltd. 

Westcoast Transmission Company Inc. 
Westcoast Transmission Holdings Ltd. 
Westsat Limited 

Westsat Limited 

Cable North Microwave Limited 


Canadian Roxy Petroleum 
Chalut Transport (1974) Inc. 


Dover Petroleum Inc. 
Express Dorchester Inc. 


Foothills Pipelines (North B.C.) Ltd. 
Pacific Northern Gas Ltd. 

PNG Marketing Inc. 

Texas Pacific Oil Canada Ltd. 
Transport Route Canada Inc. 
Westcoast Energy Ltd. 

_ Westcoast Resources Inc. 


Change 


Deleted 
Deleted 


Added 
Added 
Added 
Added 


Added 
Deleted 
Added 
Deleted 
Deleted 
Deleted 
Added 
Added 
Added 
Added 


Added 
Added 
Added 
Deleted 
Deleted 
Added 


Added 
Deleted 


Added 
Deleted 


Added 
Added 
Added 
Added 
Deleted 


Added 
Added 


zi /4/ 


Notes 


Sold 

Canadian Broadcasting 
Corporation 
Petro-Canada 
Petro-Canada 

Air Canada 

Created 1985 — omitted 
from previous listing 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 


Petro-Canada 
Petro-Canada 
Petro-Canada 

Air Canada 

Air Canada 

Canadian Broadcasting Cor- 
poration 

Petro-Canada 

Canadian National Railway 
Company 

Petro-Canada 

Canadian National Railway 
Company 

Petro-Canada 
Petro-Canada 
Petro-Canada 
Petro-Canada 

Canadian National Railway 
Company 

Petro-Canada 
Petro-Canada 
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